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Preface 



What is Marketing Management 
all about? 

The American edition of Marketing Management is the 
world’s leading marketing text because its content and 
organisation consistently reflect changes in marketing 
theory and practice. This new European edition of Mar- 
keting Management has been inspired by the American 
edition and explores the challenges facing European 
marketing practitioners. Increased global competition for 
business in European markets has led to a need for firms 
to develop market offerings that are especially tailored 
to meet the requirements of individual Countries and 
customers. In the sellers’ markets of yesteryear, competi- 
tion was less pronounced and many firms concentrated 
on becoming cost-effective performers. This led to the 
formation of a mindset known as the least-cost produc- 
tion paradigm. 

The paradigm change to and towards buyers’ mar- 
kets calls for marketers to provide customers with what 
they want and has become a challenge for supplying 
firms. It usually requires additional costs and may also 
involve substantial changes to their modus operandi. 
Additional costs are entailed as firms seek to meet 
customer-perceived value requirements. This normally 
entails offering a carefully tailored package of product 
and service benefits, and places increased importance on 
relationship marketing. The task of marketers is to dis- 
cover accurately what their targeted customers want and 
then to develop appropriate market offerings by effective 
applications of the marketing mix. The marketing of ser- 
vices has assumed a great importance in most developed 
western economies and increasingly across the world as 
the leading emerging economies gather strength. Service 
benefits have become of greater importance as a means 
of increasing the customer-perceived value of offerings 
made by traditional product marketing firms. 

The onward march of digital technology has had a 
profound effect on the practice of marketing. Firms now 
sell goods and services through a variety of direct and 
indirect channels. Mass advertising is increasingly giving 
way to new forms of communication as information and 
communication technologies (ICT) gather momentum. 
Communication has become truly two-way and customers 
are reporting more and more to other customers what 
they think of specific companies and market offerings 
using email, blogs, podcasts and other digital media to 
do so. 



In response, companies are moving from managing 
product or service portfolios to relationship marketing. 
They do so by managing customer portfolios, compil- 
ing databases on individual customers in order to be 
able to fine tune their offerings and messages to meet 
bespoke needs. They are replacing traditional sellers’ 
market product and service standardisation with more 
sophisticated marketing. The drive toward effectiveness 
(meeting the individual requirements of customers) is 
potentially expensive if pursued in an undisciplined 
fashion. Marketers are paying increased attention to effi- 
ciency and developing marketing metrics to measure 
their performance on key operative functions such as 
customer profitability and lifetime value. Monitoring 
payback on specific marketing decisions can be difficult 
due to the nature of the variables that influence customer 
buying behaviour and the contextual dynamics and com- 
plexities of individual markets. However, it is impor- 
tant for firms to seek improved methods to measure the 
return on their marketing investment and its impact on 
shareholder value. 

As companies change their thinking in the light of 
emerging customer demands in buyers’ markets, so they 
give increased attention to changing their marketing 
organisation. Marketing is increasingly being seen as a 
company-wide rather than a functional activity. It drives 
the company’s vision, mission and strategic planning. 
Marketing is about identifying and consistently deliver- 
ing appropriate customer-perceived value offerings to 
targeted customers. This involves a host of vital decisions 
such as who the company wants as its customers; which 
of their needs to satisfy; what products and services to 
offer; what process to design; what communications to 
send and receive; what channels of distribution to use; 
and what partnerships to develop. Marketing can only 
succeed when all functions in an organisation work in a 
holistic way as a team with the single aim of consistently 
pleasing or delighting their customers by balancing the 
concepts of effectiveness and efficiency. 



Marketing management 

In order to achieve this successfully, marketers prac- 
tise marketing management on a national, international 
and often global scale. Marketing management is the 
development, design and implementation of market- 
ing programmes, processes and activities that recog- 
nise the breadth and interdependencies of the business 
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environment. Four key dimensions and operating atti- 
tudes define the task: 

1 Internal marketing: ensuring everyone in the organi- 
sation consistently embraces appropriate marketing 
principles, especially senior management. 

2 Integrated marketing: ensuring that the best possible 
way of utilising the marketing mix is employed to 
consistently deliver market offerings that continually 
delight customers. 

3 Relationship marketing: developing sound and 
lasting relationships with all the members of the 
firm’s value chain, customers and other marketing 
partners. 

4 Performance marketing: the design and application 
of marketing metrics to gauge the costs and returns 
of marketing activities. 

Marketing management recognises that ‘everything mat- 
ters’ with marketing and that a broad, integrated perspec- 
tive is often necessary. Therefore, these four dimensions 
are woven throughout the book. 

Organisation 

The text specifically addresses the following tasks that 
constitute the essence of modern marketing manage- 
ment in the 21st century: 

1 understanding marketing management; 

2 capturing marketing insights; 

3 connecting with customers; 

4 building strong brands; 

5 shaping the market offering; 

6 delivering value; 

7 communicating value; and 

8 managing marketing, implementation and control. 

The most significant organisational changes in the 
European edition as compared to the American edition 
are: 

• All chapters provide a European focus and include 
illustrations drawn from European companies. 

• The text argues the case for marketing management 
in Europe and explores its practice through the use 
of the expanded 7P marketing mix. 

• Management skills and the core requirements of 
a successful manager are introduced in this text, 
which sees management skills as a critical need for 
marketing managers. 

• The aim of marketing management is the provision 
of customer-perceived value offerings to both con- 
sumers and business-to-business customers. 

• The growth in digital marketing has provided mar- 
keting management with an array of tools including 
the internet, social networking and viral marketing, 
self-service technologies, dashboards and databases, 



to name but a few. Several digital advances have 
revolutionised market research, product and service 
development, supply and communication practice, 
all highlighted in Chapter 4. 

• To complement the use of digital technologies the 
book provides a window into the increasing use of 
creative marketing techniques, as companies seek 
to develop and sustain innovatory products/services 
and processes. 

• As marketing management becomes more crucial in 
Europe, there is a need to make sure that market- 
ing initiatives are both effective and efficient. The 
text devotes a whole chapter to exploring marketing 
metrics. 

• A selection of topic templates, including formats to 
encourage readers to practise drawing up marketing 
plans, are also included. 

• A set of European videos, case studies and exercises 
are featured to help readers bridge the gap between 
knowledge and practice. 

Chapter by chapter changes 

Chapter 1 Introduction to marketing 

• emphasis on the importance, scope and philosophy 
of marketing; 

• marketing in a recession and during turbulent times; 

• understanding consumer during a recession; 

• business cycle forecasting; 

• understanding the European marketing environment: 
company and consumer challenges. 

Chapter 2 Understanding marketing management 

• understanding the four core functions of 
management; 

• recessionary and other contemporary challenges for 
marketing managers; 

• rethinking the role of marketing management; 

• why is marketing management difficult? 

• managing networks, managing technologies, and 
managing innovation and change externally and 
internally; 

• an overview of marketing management using the 
contemporary marketing practice framework from 
transactions to relational and network marketing. 

Chapter 3 Developing marketing strategies 
and plans 

• importance of the business environmental 
paradigm change from sellers’ to buyers’ markets 
and the challenges that it presents to marketing 
management; 
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• the importance of the transformation in the concept 
of value and the need for firms to develop and 
deliver value to their customers; 

• change today not tomorrow - five key strategies for 
managing change; 

• critique of conventional SWOT analysis; 

• moving from know-what to know-how - a sample 
Euromart marketing plan enables readers to get 

to grips with the practical application of market- 
ing concepts and reflects the eight major themes 
featured in the text; 

• the appendix contains a more detailed market- 
ing planning example that is linked to key chapter 
assignments. 

Chapter 4 Managing digital technology 
in marketing 

• understanding the role and range of digital technol- 
ogy and digital marketing within marketing practice; 

• information management challenges; 

• technologist, financial and marketing perspectives; 

• managing individual technologies including the 
internet, social networking, viral, email and mobile 
marketing, search engines, virtual worlds and self- 
service technologies; 

• how to gain competitive advantage by using the 
internet; 

• comprehensive coverage of digital marketing within 
distribution and communication practice; 

• consumer digital shopping behaviour; 

Chapter 5 The changing marketing environment 
and information management 

• European macroenvironment; 

• European market population; 

• European cultures; 

• importance of green marketing in Europe. 

Chapter 6 Managing market research 
and forecasting 

• conducting market research in European markets; 

• European ethnographic research; 

• European market research case study; 

• contacting market potential in Europe; 

• the market potential in Europe. 
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Part 1 



Understanding marketing 
management 




p Video documentary for Part 1 

Go to www.pearsoned.co.uk/ 
marketingmanagementeurope to watch the 
video documentary that relates to Part 1 and 
consider the issues raised below. 







Marketing Management is designed to take both 
business practitioners and students on a journey to 
explore the marketing manager’s world. 

Part 1: Understanding marketing management 

provides an overview of this journey and addresses 
four essential themes: 

1 What is marketing? 

2 What is marketing management? 

3 What are marketing strategies and plans? 

4 What are the challenges of managing digital 
technologies in marketing? 

It is surprising how few people have a clear under- 
standing of what is meant by the words ‘marketing’ 
and ‘management’. Part 1 explores the world of the 
marketing manager from the point of view of what 
they do and the rest of the book provides guidance 
as to how they do it. 

The video documentary for Part 1 greatly assists our 
understanding of how real-life marketers, from a 
range of European organisations, perceive marketing, 
and why it is essential to their success. Marketing is 
a business activity that is relevant to all types of busi- 
ness, whether private, public, charity or other not-for- 
profit organisations. It is about the identification and 
fulfilment of customer needs, and the establishment 
and maintenance of brand values. 

As you watch the documentary, consider how in a 
highly competitive, technology-enabled global market, 
companies need to exercise both vision and mission; 
need to understand marketing and management and 
also to use the range of digital technologies available to 
them. They also need to identify what to do and where 
to go [concept of market effectiveness}-, and then seek 
to establish a suitable brand value image by carefully 
using company resources [concept of efficiency}. 





Hear a variety of top marketing executives from a wide 
range of organisations offer their own interesting and 
varied perspectives on the key themes of Part 1 including: 
Ashish Joshi, Director, Royal Enfield Motorcycles Europe 
(top); Colin Green, Director of Global Marketing, Land 
Rover (centre); and Voluntary Services Overseas, London, 
UK (bottom). 





Chapter 1 



Introduction to marketing 



I i|N THIS CHAPTER, WE WILL 

It f address the following 

QUESTIONS: 

1 Why is marketing important? 

2 What is the scope of marketing? 

3 What are some fundamental 
marketing concepts? 

4 What are the current European 
marketing realities? 

5 What is the marketing 
philosophy? 

6 What is an overview of the 
tasks for successful marketing 
management? 
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CHAPTER JOURNEY 



The importance 
and scope of 
marketing 

• 



Understanding 
markets and 
customers 

• 



Marketing 



Core 

marketing 

concepts 



• 

What is the 
philosophy of 
marketing? 



• 

European 
marketing 
realities and 
challenges 



M arketing management is a challenging and rewarding career choice 
because it is a core management function central to all company efforts. 
Good marketing has become increasingly vital for success. But what con- 
stitutes good marketing is constantly evolving and changing, with globalisation, 
turbulent markets and advances in technology all changing the market. What stays 
the same is the philosophy of marketing, which puts the customer at the centre of 
profitable companies. 

Take IKEA. 

IKEA is the world's most successful furniture retailer, designing and manufactur- 
ing ready-to-assemble home furniture and furnishings in a Scandinavian style. The 
company, which originated in Smaland, Sweden, distributes its products through its 
retail outlets and online. As of April 2011, IKEA had over 320 outlets in 38 countries, 
most of them in Europe, North America, Asia and Australia. Despite the recession 
from 2008 onwards, IKEA benefited from customers searching for cheaper furni- 
ture. While rivals suffered a sharp decline in sales, IKEA opened 15 new stores 
which helped boost revenues. IKEA’s 500 million-plus customers do more than pur- 
chase IKEA products; they identify with the culture and authenticity that IKEA has 
attached to its products. The warm, welcoming Swedish style has become a model 
of simplicity, practicality and informality. 1 Each chapter of this text explores the 
various marketing management challenges for IKEA as outlined below: 

• Introduction to marketing: IKEA management value the customer and satisfy 
the customer’s need for high-quality design at affordable prices (Chapter 1). 

• Marketing management: Ingvar Kamprad, the founder of IKEA, recognises 
the importance of marketing management throughout his global enterprise 
(Chapter 2). 

• Marketing plans and strategies: IKEA needs plans and strategies to guide the 
company. Its strategy to succeed revolves around low costs (Chapter 3). 

• Digital technologies: IKEA uses a range of digital technology both internally and 
externally. It has over 470 million annual visitors to its website, which hosts over 
12,000 products (Chapter 4). 

• Capturing marketing insights: IKEA continually researches the market to 
understand its consumers, markets and competitors (Chapters 5-9). 

• Customer segments and target markets: IKEA understands consumer seg- 
ments and chooses to target the price-conscious consumer (Chapter 10). 
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The importance of marketing 

The first decade of the 21st century challenged companies to prosper financially or even to 
survive in the face of an unforgiving economic environment. Marketing is playing a key role 
in addressing those challenges. Finance, operations, accounting and other business functions 
will not really matter without sufficient demand for products and services so the company 
can make a profit. In other words, there must be a top line for there to be a bottom line. 
Thus financial success often depends on marketing ability. 

Marketing’s broader importance extends to society as a whole. Marketing has helped 
introduce and gain acceptance of new products and services that have eased or enriched 
people’s lives. Successful marketing builds demand for products and services, which, in 
turn, creates jobs. By contributing to the bottom line, successful marketing also allows 
firms to engage more fully in socially responsible activities. 2 

Companies of all kinds - from consumer product manufacturers (mobile phones 
from Nokia or Ericsson, or cars from BMW or Porsche), to service providers like health- 
care insurers (Bupa) or hotels (Premier Inn or Club Med), from non-profit organisations 
(Amnesty International) to industrial product manufacturers (Airbus or Siemens) - all use 
marketing to understand their core customers and grow their businesses. 

Marketing is a complex set of tasks as ^lell as a philosophy of business and it has been 
the Achilles heel of many formerly prosperous companies - like Christian Lacroix, Waterford 
Wedgewood and Land of Leather. The role of marketing is always to think customer. Peter 
Drucker confirms the importance of this customer focus: 

The purpose of business is to create a customer. The business enterprise has 
two - and only two — basic functions: marketing and innovation. Marketing and 
innovation produce results; all the rest are costs. Marketing is the distinguish- 
ing, unique function of the business. 

Today, when top management are surveyed, their priorities are often: finance, sales, 
production, management, legal and people. Missing from the list: marketing and innova- 
tion. When one considers the trouble that many business icons have run into in recent 
years, it is easy to surmise that Drucker’s advice would have helped managers to avoid 
the problems they face today. 3 



Marketing during challenging economic times 

The economic recession of 2008 onwards brought budget cuts and intense pressure from 
senior management to make each euro of marketing spend count. It was important for 
marketing to respond swiftly and decisively. More than ever, marketers need to under- 
stand and adapt to the latest marketplace developments. At greatest risk are firms that fail 
to carefully monitor their customers and competitors, continuously improve their value 
offerings and marketing strategies, and satisfy their employees, stockholders, suppliers and 
channel partners in the process. * 

Marketing managers have to rethink and reorient their marketing efforts to deliver cus- 
tomer satisfaction within competitive markets. Many market leaders, such as Nokia, realise 
that they cannot afford to relax their marketing effort as their leadership is challenged by 
fast and agile competitors like Samsung, and changing consumer tastes. The big European 
brand winners are companies like Zara and BMW, companies that really understand mar- 
keting and how to satisfy changing consumer needs. Awareness of changing consumer 
and business trends and the use of marketing expertise to change before, or react to, these 
trends is a core requirement. 

Skilful marketing is a never-ending pursuit. As Jay Conrad Levinson, author of Guerrilla 
Marketing , , noted: ‘Marketing is not an event, but a process ... It has a beginning, a middle, 
but never an end, for it is a process. You improve it, perfect it, change it, even pause it. 
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BMW motorbikes defy recession 



••#01 



BMW prides itself on being the world's number-one car and motorbike manufacturer in 
the luxury niche market, and also on its marketing ability to react to changing consumer 
lifestyle segments and match these segments with products. During the recession years 
of doom and gloom in the car and motorbike sector, BMW's star bike, the R1200 GS, 4 cel- 
ebrated its most successful sales years ever. The 2010 registration data show that BMW 
UK sold a record-breaking 6,703 new bikes. This was great news in a motorcycle market 
that fell 16 per cent overall. 

BMW UK was the only volume 
motorcycle manufacturer 
to show double-digit growth 
in the UK, with sales up 
12 percentage points. Adrian 
Roderick, General Manager 
of BMW Motorrad UK, 5 said: 

‘2010 was another fantastic 
year for BMW Motorrad UK. 

In a motorcycle market 
that is sadly continuing to 
decline, we have increased 
our sales and share of the 
market through BMW’s 
focus on understanding . , . . , 

customer needs and satisfying BMW understand their customers and satisfy their needs 

them.’ Source: © BMW Group 




But you never stop it completely .’ 6 This is particularly true in recessionary times. The 
severe economic recession caused marketers to rethink best practices of management. A 
recession can be a time of great challenge but also great opportunities. See BMW above. 



Marketing insight 







Marketing in an age 
of turbulence 

The severe economic recession caused marketers 
to rethink best practices of management. Kotler and 
Caslione see management entering a new age of tur- 
bulence in which chaos, risk and uncertainty char- 
acterise many industries, markets and companies. 
According to them, turbulence is the new normal, punctu- 
ated by periodic and intermittent spurts of prosperity and 
downturn - including extended downturns amounting to 
recession, or even depression. They see many new chal- 
lenges in the foreseeable future, and unlike in past reces- 
sions, there may be no assurance that a return to past 
management practices will ever be successful again. 

According to Kotler and Caslione, marketers should 
always be ready to activate automatic responses when 
turbulence whips up and chaos reigns. They recommend 



marketers keep the following eight factors in mind as 
they create marketing strategies. 

1 Secure your market share from core customer seg- 
ments. This is not a time to get greedy. Ensure your 
core customer segments are firmly secured, and be 
prepared to ward off attacks from competitors seek- 
ing your most profitable and loyal customers. 

2 Push aggressively for greater market share from 
competitors. All companies fight for market share, 
and in turbulent and chaotic times, many have been 
weakened. Slashing marketing budgets and sales 
travel expenses is a sure sign that a competitor is 
buckling under pressure. Push aggressively to add to 
your core customer segments at the expense of your 
weakened competitors. 

3 Research customers more now because their 
needs and wants are in flux. Everyone is under 
pressure during times of turbulence and chaos, and 

O 
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► Marketing insight (continued) 




all customers - even those in your core segments 
whom you know so well - are changing. Stay close 
to them as never before. Research them more than 
ever. Don’t find yourself using old, tried-and-tested 
marketing messages that no longer resonate with 
them. 

4 Minimally maintain, but seek to increase, your mar- 
keting budget. With your competitors aggressively 
marketing to your core customers, this is the worst 
time to think about cutting anything in your marketing 
budget that targets them. In fact, you need to add to it, 
or take money away from forays into totally new cus- 
tomer segments. It is time to secure the home front. 

5 Focus on all that’s safe and emphasise core values. 
When turbulence is scaring everyone in the market, 
most customers flee to higher ground. They need to 
feel the safety and security of your company and your 
products and services. Do everything possible to tell 
them that continuing to do business with you is safe, 
and to sell them products and services that keep 
making them feel safe. 

6 Drop programmes and activities quickly that are not 
working for you. Your marketing budgets will always 
be scrutinised, in good times and bad times. If anyone 
is to cut one of your programmes, let it be you, before 
anyone else spots any ineffective ones. If you are not 
watching, rest assured someone else is, including 



your peers whose budgets could not be protected 
from the axe. 

7 Don’t discount your best brands. Discounting your 
established and most successful brands tells the 
market two things: your prices were too high before, 
and your products or services will not be worth the 
price in the future once the discounts are gone. If 
you want to appeal to more frugal customers, cre- 
ate a new brand with lower prices. This lets value- 
conscious customers stay close to you, without 
alienating those still willing to pay for your higher- 
priced brands. Once the turbulence subsides, you 
may consider discontinuing the value product or 
service line - or not. 

8 Save the strong; lose the weak. In turbulent markets, 
your strongest brands and products or services must 
become even stronger. There is no time or money to 
be wasted on marginal brands or offerings that lack 
strong value propositions and a solid customer base. 
Appeal to safety and value to reinforce strong brands, 
and product and service offerings. Remember, your 
brands can never be strong enough, especially 
against the waves of a turbulent economy. 



Source: Based on Philip Kotler and John A. Caslione (2009) 
Chaotics: The Business of Managing and Marketing in the Age of 
Turbulence, AMACOM. 



The scope of marketing 

To prepare to be a marketer, you need to understand what marketing is, how it works, 
who does it and what is marketed. 



What is marketing? 

Marketing is about identifying and meeting human and social needs. One of the shortest 
definitions of marketing is the process of ‘meeting needs profitably’. This has been called 
‘balanced centricity’ - which is a focus on the customer (customer centric) but also on the 
company and its profit or other objectives . 7 When Nokia (the largest company in Finland) 
realised that phone design was crucial and designed a range of clam shell phones, the 
company captured part of a growing market. It demonstrated marketing savvy and exper- 
tise in turning a private or social need into a profitable business opportunity. Marketing is 
a revenue-generating function of a business, and the ultimate test of marketing success is 
a profit level that allows a company to prosper in the long run . 8 

There is much debate about a definition of marketing. A definition must be generic 
enough to cover a large variety of products and services in both consumer and business- 
to-business markets. It must be applicable to different marketing contexts and be able 
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to change. Professor Christian Gronroos of the Hanken Swedish School of Economics in 
Finland proposed a definition that encompasses customer value, relationship marketing, 
services marketing and the promise concept. 9 

Marketing is a customer focus that permeates organizational functions and 
processes and is geared towards making promises through value propositions, 
enabling the fulfillment of individual expectations created by such promises 
and fulfilling such expectations through support to customers’ value-generating 
processes, thereby supporting value creation in the firm’s as well as its cus- 
tomers’ and other stakeholders’ processes. 

Managing exchange processes between companies and consumers and/or business-to- 
business customers calls for a considerable amount of work and skill. Marketing manage- 
ment takes place when at least one party to a potential exchange manages the means of 
achieving desired responses from other parties - fulfils promises. Thus we see marketing 
management as the art and science of choosing target markets and getting, keeping, and 
growing customers through creating, delivering, and communicating superior customer 
value. 

Some business people who don’t understand marketing think of marketing as ‘the art 
of selling products’, or simplistically equate it with advertising. Both of these are marketing 
tactics visible to the consumer. Many people are surprised when they hear that selling is 
not the most important part of marketing and that not all companies have large advertis- 
ing budgets. Selling and advertising are aspects of the tip of the marketing iceberg. Most 
of what occurs in marketing happens before the customer sees an advertisement or meets 
a sales representative. These are the representation of the marketing strategy rather than 
the totality of marketing. Just like an iceberg, over 80 per cent of marketing occurs out of 
sight of the consumer. Advertising and sales are the final rather than the beginning stages 
of marketing. Take Benetton and Zara - two companies that view marketing very differ- 
ently. Zara succeeded through a core understanding of the customer whereas Benetton’s 
over-focus on advertising damaged the business. 



Zara and Benetton 



•Htl 



Benetton, which for years had focused on provocative advertising, had to rethink its mar- 
keting strategy when new fast-fashion competitor Zara entered the young fashion market 
and started capturing market share and brand loyalty through a comprehensive market- 
ing strategy. Zara understood the new pattern of consumer behaviour of teenagers and 
young adults - markets that craved new styles quickly and cheaply and were happy with 
concepts such as 'fast fashion' and 'disposable clothing’. Zara produces around 12,000 
styles per year (compared to the average of 3,000), which means that fresh fashion trends 
reach the stores quickly. A typical Zara's customer visits a Zara shop 17 times a year 
compared to the average of three times per year for other fashion shops. 10 Zara studied 
customer needs and saw that global supply network management - getting the fashion 
into the shops quickly [Chapter 17) was critical to success. It also decided to use its shop 
and the purchasing process as the company's main image vehicle (Chapter 18), rather than 
the more traditional focus on advertising [Chapters 19 and 20). Zara's advertising budget 
is 0.03 per cent of its revenues, 11 which is very different from Benetton, which focused on 
creative advertising, spending €80 million on advertising alone. Benetton has now seen the 
errors of its ways, investing over €160 million in modernising its global supply chain. Zara 
has become the world's largest clothing retailer, by focusing on understanding consumer 
needs and behaviour and by providing value to the customer. 



o 
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Marketing means understanding customer and consumer needs and making marketing choices 
to match these needs. Zara prospered due to its focus on rapid delivery of fashion styles to the 
market, while Benetton floundered due to its over-focus on advertising. Advertising is not 
everything; marketers need to use the full range of the marketing mix variables to succeed. 
Source: David Pearson/Alamy (left); Image courtesy of The Advertising Archives (right) 



Peter Drucker, a leading management theorist, describes the process of marketing this 
way: The aim of marketing is to know and understand the customer so well that the prod- 
uct or service fits him/her and sells itself/ Ideally, marketing should result in a customer 
who is ready to buy. All that should be needed then is to make the product or service 
available. 12 When Nintendo designed its Wii game, when Sony designed its PlayStation 3 




The main focus of marketing is on what occurs below the waterline rather than above it. These 
are all the decisions that marketers make before the product or service comes to the market, 
and afterwards to maintain its position in the market. Non-marketers are inclined to think that 
marketing is only what occurs above the line. 

Source: Ralph A. Clevenger/Corbis. 
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game system, when Apple launched its iPod, and when Toyota introduced its Prius hybrid 
car, these companies were swamped with orders because they had designed the ‘right’ 
product or service, based on executing and managing carefully designed and complete 
marketing programmes aimed at a recognised customer need. 

Understanding markets 

The creation of value is the core purpose and central process of economic exchange. 
Marketers focus on need satisfaction and creating value for the customer. Charles Revson 
of Revlon once observed: ‘In the factory we make cosmetics; in the chemist we sell hope.’ 
Products and services are platforms for delivering benefit or value. Marketing managers 
can market seven entities: services, products, events, experiences, people, places and 
ideas (social marketing). Let’s take a quick look at these categories. 

Services 

Services are moving to centre stage in the global arena. Service is defined as the appli- 
cation of competencies (knowledge and skills) for the benefit of another party. 13 Services 
include airlines, hotels, car hire, hairdressers and beauticians, maintenance and repair, 
accountants, bankers, solicitors, engineers, doctors, software programmers and manage- 
ment consultants. The European economy, as a mature economy, consists of a 70-30 
services-to-product GDP ratio. 

Many market offerings consist of a mix of products and services. Take a physical prod- 
uct like a car, which provides the service of getting from one place to another. But the car 
comes with its own need for services such as insurance, finance, repairs and petrol. The 
Swedish car manufacturer Volvo has built a service into its cars that alerts the driver if they 
are falling asleep. Another example is a mobile phone provider such as Nokia. The com- 
pany provides a product (mobile phone handsets) but also a service (networks). Nokia sees 
itself as a service or solutions provider and this is reflected in its slogan: ‘Connecting People’. 

According to the World Trade Organization (WTO), the services sector accounts globally 
for €1 trillion of world trade. Over two-thirds of the workforce in Europe are employed 
in services and between 60 and 70 per cent of the gross value-added figure achieved by 
European countries can be attributed to services. Table 1.1 shows a mix of service and 
product companies within the top European companies. 



Table 1.1 The top European companies 



Europe rank 2011 


Europe rank 2010 


Company 


Country 


Sector 


1 


3 


Royal Dutch Shell 


UK 


Oil & gas producers 


2 


1 


Nestle 


Switzerland 


Food producers 


3 


7 


Gazprom 


Russia 


Oil & gas producers 


4 


4 


HSBC 


UK 


Banks 


5 


9 


Vodafone Group 


UK 


Mobile telecommunications 


6 


5 


Novartis 


Switzerland 


Pharmaceuticals & biotechnology 


7 


8 


Total 


France 


Oil & gas producers 


8 


2 


BP 


UK 


Oil & gas producers 


9 


6 


Roche 


Switzerland 


Pharmaceuticals & biotechnology 


10 


16 


Siemens 


Germany 


General industrials 



Source: From The Financial Times, © The Financial Times Limited 2011. All Rights Reserved. Pearson is solely responsible for providing this 
adapted content and the Financial Times Limited does not accept any liability for the accuracy or quality of the adapted version. 
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Historically, business management theory focused on products rather than services, but 
now there is a blurring of the boundaries between products and services. For example, 
the iPod made by Apple not only provides an individual music download service through 
iTunes but also functions as the playing equipment. 

All companies can be considered service companies, with service as the fun- 
damental basis of exchange - what is called a service dominant logic - used to 
denote this shift in thinking from a goods (product) dominant logic. A service 
logic is multi-dimensional, enabling the mutual creation of value, with service 
as a mediating factor . 14 

This perspective acknowledges the importance of the customer experience of exchange, 
whether with a product or service, and thus the full 7 Ps of the marketing mix are used 
for all companies. A can of soup is not viewed as being a product, but instead as being 
the appliance to which the user of the can of soup co-creates value with the provider of 
the soup. It acknowledges that the company alone does not offer value to a consumer; 
value is in fact created when the company and the customer work together; this is known 
as value co-creation. Value co-creation is the focus on value-in-use and in-context and 
suggests that service systems within companies should simultaneously access, adapt and 
integrate resources to create value with their customers. 15 

Products 

Marketing has always oriented towards the marketing of products, reflecting its histori- 
cal development in the agricultural sector. European companies manufacture and market 
billions of fresh, canned, bagged and frozen food products, and millions of cars, refrig- 
erators, television sets, machines and various other mainstays of a modern economy. In 
marketing, the term ‘product’ is often used as a catch-all word to identify solutions that a 
marketer provides to its target market. Something is considered a product if it is a tangible 
item - often something that can be touched or ‘dropped on your foot’. 

Events 

Music shows such as Take That or U2 tours, the Glastonbury music festival in England or 
the Hurricane music festival in Germany, the Frankfurt book fair and other major trade 
fairs or international summits are all global marketing events that take months to plan and 
market. Event marketing is big business, as evidenced by the battles to host such events 
as the Olympic Games and the World Cup in football. For example, London won a two- 
way fight with Paris by 34 votes to 30, to host the 2012 Olympic Games. The British Prime 
Minister described the win as ‘a momentous day for Britain’. 16 

Experiences 

By managing several services and products, a firm can create, stage and market experi- 
ences. Take Alton Towers - the most popular theme park in Britian - or Disneyland 
Paris or Legoland in Denmark and Germany. They all represent experiential marketing, 
allowing customers to experience a fairy kingdom, a pirate ship, a Lego town or fun 
rides and water park activities complete with hotel accommodation and food. There is 
also a growing market for customised experiences, such as spending a week at a Samba 
Soccer camp, on a yoga retreat in Kitzbiihel, Austria, or skiing on Mont Blanc in the 
Alps. 17 

Persons 

Artists, musicians, chefs, CEOs, financiers and other professionals can all become cel- 
ebrities through clever marketing. Some people have done a masterful job of marketing 
themselves and becoming global celebrities - think of David Beckham, Bono, Penelope 
Cruz and Carla Bruni. In the United Kingdom, chefs such as Gordon Ramsay, Jamie Oliver 



12 PARTI UNDERSTANDING MARKETING MANAGEMENT 



Jamie Oliver has skilfully managed his 
career as a brand with books, televi- 
sion shows and restaurants 
Source: KPA/Zuma/Rex Features 




and Nigella Lawson have all become household names, with their own brands of restau- 
rants, cookbooks and kitchen utensils. 

Places 

Cities, states, regions and nations compete to attract tourists, factories, company head- 
quarters and new residents. 18 Place marketing includes a full marketing programme 
to attract both tourism and inward economic investment, often called Foreign Direct 
Investment (FDI). Europe is the most visited region in the world with six European 
countries in the world’s top ten destinations for holiday-makers - France tops the list for 
top destination and Paris tops the list for most visited city (see Table 1.2). 19 



Table 1.2 Top ten most visited cities by estimated number of international visitors, 2010 



City 


Country 


International visitors 
(millions) 


Paris 


France 


15.1 


London 


United Kingdom 


14.6 


New York City 


United States 


9.7 


Antalya 


Turkey 


9.2 


Kuala Lumpur 


Malaysia 


8.9 


Singapore 


Singapore 


8.6 


Hong Kong 


China 


8.4 


Dubai 


United Arab Emirates 


8.3 


Bangkok 


Thailand 


7.2 


Istanbul 


Turkey 


6.9 



Source: World Tourism Figures 12010) United Nations World Tourism Organization; http://en.wikipedia.org/ 

wiki/Tourism#Most_visited_countries_by_international_tourist_arrivals. 
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Ideas 

Every market offering includes a basic idea. Social marketing is an umbrella term used 
to describe how, in different ways, marketing can encourage positive social behaviour. 20 
Whether it is concerned with obesity, gambling or drink-driving, to encourage people 
to drive slowly, think about recycling, stop smoking or eat healthily, marketing can 
be instrumental in encouraging people to think differently. For example, both Europe’s ‘Safe 
and Sober’ campaign, 21 and the UK’s ‘Alcohol: Know your Limits’ campaign supported alcohol 
restraint. 22 The ‘5 a day’ campaign by the UK’s Department of Health encourages consumers 
to think about eating five portions of fruit and vegetables a day. Supermarkets such as Marks & 
Spencer and Tesco now display a ‘5 a day’ sign on products that contribute to this objective. 

Marketing's role in creating demand 



##### 

Innocent Drinks, founded in 1999, now sells over 2 million smoothies a week, catering for 
a need for a healthier, fresher drink product. An Innocent smoothie counts for two of the 
5-a-day fruit and veg requirement. Riding a tide of consumer distaste for artificial ingre- 
dients, Innocent Drinks has been one of the marketing success stories of the decade with 
simple drinks based on crushed fruit - a healthy option. The products of Innocent Drinks, 
whose primary business is producing smoothies and flavoured spring water, are sold in 
supermarkets, coffee shops and various other outlets in the UK, Ireland, Netherlands, Ger- 
many, France, Austria, Belgium, Denmark and Switzerland. Over 12 years after launching, 
the company has a turnover of €80 million and markets over 36 different products. It has 
captured a 77 per cent share of the €190 million UK smoothie market. Innocent’s vision, in 
the words of co-founder Richard Reed, is ‘to be Europe's favourite little juice company’. 

Marketing managers seek to influence the level, timing and composition of demand to 

meet the organisation’s objectives. Eight states of market demand are possible: 

1 Full demand. Consumers buy all services or products brought to market. 

2 Overfull demand. There are more consumers demanding the service or product than 
can be satisfied. 

3 Irregular demand. Consumer purchases vary on a seasonal, monthly, weekly, daily or 
even hourly basis. 

4 Declining demand. Consumers begin to buy the service or product less frequently or 
not at all. 

5 Negative demand. Consumers dislike the service or product and may even pay a price 
to avoid it. 

6 Non-existent demand. Consumers may be unaware of or uninterested in the product 
or service. 

7 Latent demand. Consumers may share a strong need that cannot be satisfied by an 
existing product or service. 

8 Unwholesome demand. Consumers may be attracted to services or products that 
have undesirable social consequences. 



Marketers are skilled at stimulating demand. Demand is the willingness and ability of 
buyers to purchase different quantities of a product or service, at different prices, during 
a specific time period. Both willingness and ability must be present; if either is missing, 
there is no demand. Great marketing is when you see an unrecognised need and launch 
an appropriate offering and the offering matches this need and there is demand and ulti- 
mately profitable sales of your offering, i 

v T 

Innocent Drinks 



In each case, marketers must identify the underlying cause(s) of the demand state and 
then determine a plan of action to shift the demand to a more desirable state. 
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Core marketing concepts 

Needs are the basic human requirements such as those for air, food, water, clothing 
and shelter. Humans also have strong needs for recreation, education and entertainment. 
These needs become wants when they are directed to specific objects that might satisfy 
the need. A German consumer needs food but may want a sandwich, while a consumer 
in China needs food but may want rice. Wants are shaped by our society. 

Demands are wants for specific products or services backed by an ability to pay. Many 
people want a Mercedes; only a few are able to buy one. Companies must measure not only 
how many people want their offering, but also how many are willing and able to buy it. 

These distinctions shed light on the frequent criticism that ‘marketers create needs’ or 
‘marketers get people to buy things they don’t want’. Marketers do not create needs: needs 
pre-exist marketers. Marketers, along with other societal factors, influence wants. They 
might promote the idea that a Mercedes would satisfy a person’s need for social status. 
They do not, however, create the need for social status. 

Some customers have needs of which they are not fully conscious or that they cannot 
articulate. What does it mean when the customer asks for a ‘powerful’ lawnmower or a 
‘peaceful’ hotel? The marketer must probe further. We can distinguish five types of needs: 

1 Stated needs (the customer wants an inexpensive car). 

2 Real needs (the customer wants a car whose operating cost, not initial price, is low). 

3 Unstated needs (the customer expects good service from the dealer). 

4 Delight needs (the customer would like the dealer to include an onboard GPS navi- 
gation system). 

5 Secret needs (the customer wants friends to see them as a savvy consumer). 

Responding only to the stated need may shortchange the customer. 23 Consumers did 
not know much about mobile phones when they were first introduced, and Nokia and 
Ericsson fought to shape consumer perceptions of them in terms of size, shape and usage. 
To gain an edge, companies must help consumers learn what they want. 

Segmentation, target markets and positioning 

Not everyone likes the same cereal, restaurant, university or film. Therefore, marketers - 
start by dividing the market into segments. They identify and profile distinct groups of 
buyers who might prefer or require varying product and service mixes by examining 
demographic, psychographic and behavioural differences among consumers. 

After identifying market segments, the marketer decides which present the greatest 
opportunities - which are its target markets. For each, the firm develops a market offering 
that it positions in the minds of the target buyers as delivering some central benefits). 
(See Chapters 10 and 11.) Volvo develops its cars for buyers to whom safety is a major 
concern, positioning its vehicles as the safest a customer can buy. 

Offerings and brands 

Companies address customer needs by putting forth a value proposition - a set of benefits 
that satisfy those needs. The intangible value proposition is made physical by an offenng, 
which can be a combination of products, services, information and experiences. 

A brand is an offering from a known source. A brand name such as German-based 
T-Mobile carries many associations in people’s minds that make up its image: mobile 
phone, network availability, mobile phone accessories, convenience, cost and billing, 
and customer service along with its distinctive logo. All companies strive to build a brand 
image with as many strong, favourable and unique brand associations as possible. (See 
Chapters 12 and 13) 
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Value and satisfaction 

The buyer chooses the offerings he or she perceives to deliver the most value , the sum of 
the tangible and intangible benefits and costs to them. Value, a central marketing concept, 
is primarily a combination of quality, service and price Cqsp’), called the customer value 
triad. Value perceptions increase with quality and service but decrease with price. 

We can think of marketing as the identification, creation, communication, delivery, and 
monitoring of customer value. Satisfaction reflects a person’s judgement of an offering’s 
perceived performance in relation to expectations. If the performance falls short of expec- 
tations, the customer is disappointed. If it matches expectations, the customer is satisfied. 
If it exceeds them, the customer is delighted. 



Marketing channels 

To reach a target market, the marketer uses three kinds of marketing channels (see Chap- 
ter 17). Communication channels deliver and receive messages from companies to target 
buyers and include newspapers, magazines, radio, television, mail, telephone, billboards, 
posters, fliers, CDs, audiotapes and the internet. Beyond these, companies communi- 
cate through the look of their retail stored and websites and other media. Marketers are 
increasingly adding dialogue channels such as email, blogs and free phone numbers to 
familiar monologue channels such as advertisements. 

The marketer uses distribution channels to display, sell or deliver the physical product 
or service(s) to the buyer or user. These channels may be direct to the customer via the 
internet, mail or mobile phone or telephone, or indirect with distributors, wholesalers, 
retailers, and agents as intermediaries. 

To carry out transactions with potential buyers, the marketer also uses service chan- 
nels that include warehouses, transportation companies, banks and insurance companies. 
Marketers clearly face a design challenge in choosing the best mix of communication, 
distribution and service channels for their offerings. 



Supply networks 

The supply network or value network (traditionally called the supply chain) is a longer 
more complex channel stretching from raw materials to components to finished products 
carried to final buyers. The supply chain for coffee may start with Ethiopian farmers, who 
plant, tend and pick the coffee beans, selling their harvest to wholesalers or perhaps a 
Fair Trade cooperative. If sold through the cooperative, the coffee is washed, dried and 
packaged for shipment by an ATO (Alternative Trading Organisation) that pays a mini- 
mum of €0.90 a pound. The ATO transports the coffee to the market where it can sell it 
directly or via retail channels. Each company captures only a certain percentage of the 
total value generated by the supply network’s value delivery system. When a company 
acquires competitors or expands upstream or downstream, its aim is to capture a higher 
percentage of supply network value. 

Businesses operate within a complex interacting set of businesses and markets linked 
through exchange and other processes, referred to as the network economy. A network 
organisation often has a small core organisation and then outsources value activities to key 
partners. A network is a group of companies that has a minimum of formal structures and 
relies instead on the formation and dissolution of teams to meet specific objectives. A net- 
work organisation utilises information and communications technologies extensively, and 
makes use of knowledge across and within companies along the value or supply network. 
Such organisations often link across boundaries and geographical areas, and work together 
for a common purpose. They have multiple leaders, lots of formal and informal links and 
interacting levels. 24 Managing a network of companies is a core marketing requirement. 
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Employers j 



Insurers 



Hospitals/ 

clinics 



Third-party 

medical 

information 

sites 



Pharmaceuticals 



Consumers 



Government 

agencies 



Practitioners 



Figure 1.1 The healthcare market: an example of a contemporary network 

Source: H. J. Schau, M. F. Smith and P. I. Schau 12005) The healthcare network economy: the role of internet 
information transfer and implications for pricing, Industrial Marketing Management, 34, 147-56. Reproduce 
with permission. 



Take, for example, the healthcare network in Figure 1.1. This reflects not only the linkages 
between companies within the network, but also the participation by the consumer in these 
networks. Marketing outcomes are dependent on networks, and these face competition 
from other networks of companies as well as competition from individual companies. 



Competition 

Competition includes all the actual and potential rival offerings and substitutes a buyer 
might consider (see Chapter 9). Many companies have a less than perfect understanding 
of their competitive environment. The number of businesses in any industry that have 
no competitors can be counted on the fingers of one hand. To understand competition 
you need to perform a detailed competitor analysis. Competitor analysis is the gather- 
ing, organising and interpreting of information about existing and potential competitors 
Competitive analysis is an ongoing process that should be an integral part of your overall 
strategic planning. When a company positions its brand in a customer’s mind, it is pos- 
itioning that brand against other brands. It is critical to understand the strengths, wea - 
nesses, opportunities and threats of each of those competitors along with the industry 
structure itself. This knowledge about your competition is necessary because you want to 
uniquely ‘own’ an important benefit in your customer s mind . 26 



Markets 

Traditionally, a ‘market’ was a physical place where buyers and sellers gathered to buy 
and sell products and trade services. Economists describe a market as a collection o 
buyers and sellers who transact a particular service or product, or product or service class 
(such as the housing market, the airline market or the gaming market). 
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Communication/Distribution 
Figure 1.2 A simple marketing system 



Marketers use the term market to describe various groupings of customers who buy 
their products or services. They view other companies with similar or substitute products 
and services as constituting the industry, and groups of buyers as constituting the market. 
They talk about need markets (the health food market), product or service markets (the 
shoe market or the holiday travel market), demographic markets (the youth market), and 
geographic markets (the French market). They extend the concept still further to describe 
other, not immediately obvious markets, such as voter markets, labour markets and donor 
markets. J „ 

Figure 1.2 shows the relationship betwden the industry and the market. Companies and 
buyers are connected by four flows. The company distributes products and services to the 
market; and in return it receives money or payment and information, such as customer 
attitudes and sales data. The inner loop shows an exchange of money for products and 
services; the outer loop shows an exchange of information. 



Types of market 

Consider the following key markets: consumer, business, global and non-profit. 



Consumer markets 

Consumer purchases are generally made by individual decision-makers or a decision- 
making unit, either for themselves or for others with whom they have relationships. The 
consumer market is made up of companies marketing consumer products and services as 
diverse as soft drinks (Red Bull), make-up (L’Oreal), air travel (AirFrance), shoes (Clarks) 
and car insurance (the Automobile Association) (see Chapter 7). 

Consumer purchasing power within Europe is larger than in the USA (see Figure 1.3). 
European consumers had a net household income of approximately €7.9 bn available 
for consumer purchases in 2010. This corresponds to an average purchasing power of 
€11,945 per inhabitant of the 42 countries considered by the study. This is an increase of 
around 2.1 per cent over the previous year’s level. The financial crisis has definitely left 
its mark in some countries. However, there have been no major shifts in the purchasing 
power levels of the wealthier countries evaluated. 

Within the consumer market the level of choice has expanded. Take Tesco - the UK- 
based retailer - where the average number of product lines has exploded from 5,000 in 
1983 to over 50,000 in 2011. Only 20 years ago the average UK consumer could choose 
between three TV channels; now there are around 300 channels broadcasting to UK sub- 
scribers. The cafe chain Coffee Republic offers 11 different types of coffee, four added 
toppings, three types of milk and sugar, and three types of cup size - in all, 6,000 different 
ways to have a cup of coffee. A visit to any chemist will yield 14 different types of dental 
floss and over 20 different toothpastes. 27 We live in a time of ‘choice explosion’. 28 
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Figure 1.3 European purchasing power in 2010/11 

Source: GFK Geomarketing (2011) GfK Purchasing Power Europe study finds Europeans’ consumer potential 
on the rise again in 2010, www.gfk.com/imperia/md/content/presse/pressemeldungen201 0/201 01 1 17_pr_ 
purchasing-power_europe.pdf 



Customers can now log on to the internet and choose from oyer 100,000 CDs rather 
than having to travel to a shop that can physically stock perhaps only 25,000 CDs. This 
changes choice, it changes distribution, it changes the service aspects and it changes the 
marketing programmes that marketers need to use. Information technology changes 
space-time-place relations; we have yet to grasp the scope of this disruption. 29 



Apple iTunes 



I MIt 



As of 2011 Apple’s iTunes had sold over 10 billion music downloads to more than 50 mil- 
lion customers. The Apple’s iTunes App Store, launched alongside iPhone 3G, has grown 
to over 300,000 apps, with roughly 159 million iPhone, iPod touch and iPad devices sold to 
date. ‘With more than 10 billion apps downloaded in just two and a half years - a staggering 
seven billion apps in the last year alone - the App Store has surpassed our wildest dreams,’ 
said Philip Schiller, Apple’s senior vice president of Worldwide Product Marketing. The App 
Store has revolutionised how software is created, distributed, discovered and sold. While 
others try to copy the App Store, it continues to offer developers and customers the most 
innovative experience on the planet.’ 30 



Business markets 

The terms business , business-to-business or industrial marketing focus on under- 
standing business buying centres and on how businesses purchase in different ways 
to consumers (see Chapter 8). Business markets are often networked organisations 
operating in a complex environment. Nowadays the focus is on neither consumers nor 
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business markets, but on recognising that the lines between the two are blurring in 
four important ways: 31 

1 A blurring of value networks through outsourcing and other relationships that allow 
networks of companies and customers to operate (see Chapter 17). When Apple set 
up its iTunes online music store, it brought together recording companies with music 
and customers who wanted to download music tracks for €0.99 - a mix of consumer 
and business-to-business marketing for Apple. 

2 A blurring of relationships with customers, as customers are invited to participate with 
companies in the design and delivery processes. The decline in travel agencies as cus- 
tomers book directly with airlines is an example where the customer is very involved 
in the business - booking, checking in and seat selection are all carried out by the 
customer. 

3 A blurring of functions within the firm as marketing and other functions are more 
integrated through technology. 

4 A blurring of products, services and customer experience, moving from an ‘industrial’ 
base to a knowledge-based society. 

Pharmaceutical firms have long focused on business markets such as doctors, hospitals, 
clinics and insurance providers. In recent ^ears, however, they have recognised the need 
to combine this approach with extensive* campaigns to build consumer awareness and 
demand for new medicines and treatments. Rather than relying on channels to drive 
awareness, these companies work from the consumer side and the industrial side simul- 
taneously to create sales in the middle. 



Global markets 

Globalisation characterises the climate of business and society in the 21st century. This 
text is oriented towards global companies and each chapter explores both global and local 
marketing issues. We have more global companies than at any other time in the history 
of the world. Global companies face unique and additional decisions and challenges (see 
Chapter 2). They must decide which countries to enter; how to enter each (indirect export- 
ing, direct exporting, licensing, joint ventures or direct investment); whether to adapt their 
product and service features to each country; how to price their products and services in 
different countries; how to adapt their communications to fit different cultures; and how 
to manage their service process, people and technology across the globe and within a 
network of companies. They make these decisions in the face of different requirements 
for buying, negotiating, owning and disposing of products and services; different cultures, 
languages and legal and political systems; and currencies that might fluctuate in value. Yet 
the pay-off for doing all this additional marketing can be huge. 

Non-profit, voluntary and government markets 

Companies selling to non-profit organisations such as churches, universities, charities and 
government agencies need to understand marketing as much as private, profit-making 
companies. There is no agreed definition of the non-profit sector, which has also been 
called the third sector, as opposed to the public sector and the business sector. It is vari- 
ously termed the independent sector in Scandinavian countries; civil society in central 
and eastern Europe; the charitable sector or voluntary sector in the United Kingdom 
and Ireland; and the economie sociale in France. On average 5 per cent of the annual 
gross domestic produce of the OECD nations arises from these sectors, and governments 
throughout the world are increasingly involved in marketing programmes, communi- 
cations, campaigns and regulations. 32 
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Real Madrid WfPrf 

Football is arguably one of the most successfully marketed sports in the world, and the 
marketing of football has become an increasingly important issue, as clubs and product 
owners seek to generate more revenue from the sport both nationally and internationally. 
Over the last ten years, football has moved from a national culture to a global sport. The 
popular Spanish football club Real Madrid is the world’s best-known football team with the 
largest global fan base of more than 450 million fans worldwide, compared to 75 million 
for Manchester United and 31 million for Juventus. 

Real Madrid became a global brand through the marketing expertise of Florentino 
Perez, the man who is credited with turning Real Madrid from an old-fashioned soccer 
club’ into a star-studded global marketing brand. Perez spent millions on players includ- 
ing Zinedane Zidane, David Beckham, Christiano Ronaldo and Luis Figo. New coach Jose 
Mourinho and a range of signings like Germany’s World Cup 2010 star Mesut Ozil and 
Ricardo Carvalho keep Real Madrid to the forefront of football. Perez’s pledge is that each 
season the world’s best will play for Real Madrid. 

Real Madrid is the most valuable football brand in Europe with a brand value of over 
€1 billion. Much of the revenue comes from club merchandising, such as football shirt sales 
and image rights. ‘Jersey sales represent the core business of many clubs and are often 
responsible for around 50 per cent of merchandising revenue,’ said Andreas Ullmann, a sen- 
ior consultant at Sport+Markt. Clubs in Europe’s top five leagues generated merchandising 
and licensing revenue of €631 million in 2010. The top ten clubs ranked by retail revenue 
were: Real Madrid, Barcelona, Liverpool, Bayern Munich, Olympique Marseille, Manchester 
United, AC Milan, Inter Milan, Olympique Lyon and Fenerbahce. Clubs often travel on inter- 
national tours to increase their revenues and fan base - particularly in the Asian market. 33 




Real Madrid is now a global organisation with over 450 million fans worldwide 



Source: Aflo/Rex Features 



Marketplaces, marketspaces and metamarkets 

The marketplace is physical, such as the shop you purchase in; the marketspace is digital, 
as when you buy online, conduct your banking online or use an ATM, or when you use 
a kiosk for booking, ordering or confirming . 34 

The metamarket, proposed by Mohan Sawhney, describes a cluster of complementary 
products and services that are closely related in the minds of consumers, but spread 
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across a diverse set of industries . 35 The car metamarket consists of car manufacturers, 
new and used car dealers, financing and insurance companies, mechanics, spare parts 
dealers, service shops, car magazines, classified car adverts in newspapers, and car web- 
sites on the internet. In purchasing a car, a buyer will get involved in many parts of this 
metamarket, and this creates an opportunity for metamediaries to assist buyers in mov- 
ing seamlessly through these groups, although they are disconnected in physical space. 
Metamediaries are intermediaries that bring together collections of companies or people. 
One example is Auto Trader, the world’s largest car marketplace (www.autotrader.com), 
which provides a website where car buyers can study the stated features and prices 
of different cars and easily click to other sites to search for the lowest price or nearest 
dealer, for financing, accessories and used cars. Metamediaries are also operational in 
other metamarkets such as the home ownership market, the parenting and baby care 
market, and the wedding market. 
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Autotrader.nl is a metamediary website that helps prospective car buyers navigate the car meta- 
market. 

Source: European Auto Trader BV. 



The new European marketing realities 

We can say with some confidence that the marketplace is not what it used to be. It is 
dramatically different from what it was even ten years ago. Marketers must attend and 
respond to a number of significant developments locally, globally and more specifically 
within the European Union. 

The contemporary environment is a world of immense complexity, contradiction and 
change, including global conglomerates with stunning technological developments; poverty 
amidst plenty; ongoing financial crises across the globe; the growth in the European Union 
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to 27 member states; conflicts and social unrest around the world and particularly in the 
Middle East; and unprecedented stock growth and decline. 36 

A feature of Europe is the diversity in European markets, with embedded cultural, 
political, historical and geographical characteristics - from the powerful large nations 
at the centre, like Germany and France, to more peripheral nations like Greece, Ireland 
and Portugal. 37 T. R. Reid, the author of The United States of Europe: From the Euro to 
Eurovision - the superpower nobody talks about , notes that 

Europe covers just 6 per cent of the Earth’s total area and is home to just 12 per 
cent of the global population; yet Europe has 40 per cent of the world’s wealth 
and accounts for more than half of all global commerce. European countries 
comprise five of the world’s ten richest nations. The continent was the birth- 
place of ' Western values’, the combination of individual rights, democratic gov- 
ernments and free markets that has spread around the world. 38 



Major societal forces 

Today the marketplace is radically different as a result of major, and sometimes inter- 
linking, societal forces that have created new behaviours, new opportunities and new 
challenges. 

Recession, global downturn and economic recovery 

A recession is a general slowdown in economic activity over a sustained period of time, 
or a business cycle contraction. In 2008 a worldwide recession occurred, which funda- 
mentally changed the marketplace. Many companies struggled to survive after almost 
15 years of unprecedented growth and prosperity. The previous generation had been 
nicknamed the McLuxury generation, enjoying increased consumer spending fuelled by 
easy credit and a property boom in many European countries. This era’s consumers are 
called the McThrift generation, looking for quality and value now that spending has 
contracted and growth has slowed. A recession can be a time of great challenge but also 
great opportunity. Some of the most successful companies in the world were founded 
and flourished during recessions/depressions, such as Wikipedia, IBM, CNN, Burger 
King, Microsoft and UPS (see marketing memo below). 



Marketing memo 




Marketing: a winner in a crisis 

According to a German study, marketing is more 
efficient in times of crisis. 

In times of recession, companies can win - or lose - 
market share very rapidly. Companies often respond 
incorrectly during a recession, with marketing budgets 
being slashed when the company’s management and 
shareholders call for savings to be made. This study 
analysed the behaviour of 700 brands during the last 
recession after the internet bubble burst. The most 
important results were: 

• 54 per cent of companies that recorded growth in 
sales and market share during the last recession 
maintained or raised their marketing budgets. 



• Market shares shift faster during times of recession 
than in times of growth. 

• The losers are often brands in the mid segment, as 
they cannot increase their marketing expenditure. 

• 63 per cent of winners in the last recession intro- 
duced new products and innovations, compared to 
just 19 per cent of the losers. 

The clear winners during the last recession were 
those companies that did not reduce their marketing 
budgets but instead invested anti-cyclically. They 
were able to achieve significantly higher growth than 
in normal times. 39 
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Recessions or economic downturns force marketers to review their focus on their cus- 
tomers and to concentrate their marketing effort where it is most needed, as the case of 
Burberry shows. 



Burberry 

Burberry's chief executive, Angela Ahrendts, did not cut back on anything customer fac- 
ing but continued to launch new products and new digital initiatives during the recession. 
She acknowledged that key to the company’s success was the fact that the management 
team stayed united and focused, and looked to the future and innovation. One innovation 
was smaller casual shops; others were in the digital domain where Burberry launched 
the Art of the Trench social media networking site. She said that though they cut costs in 
other aspects of their business, they never stopped investing at the front end or customer- 
focusing points of the business - they kept looking for pockets of opportunity in the 
market. Many luxury goods-makers are suffering from the global slowdown, but the 
recession has failed to dent demand for luxury goods from Burberry, sending the com- 
pany's shares soaring. Burberry’s chief financial officer, Stacey Cartwright, said that cus- 
tomers were stilt willing to spend money on more conservative items such as trench coats 
and a new range of Burberry check-patterned handbags, but the real problem was fewer 
shoppers coming through the door. As a result of its customer focus, Burberry came 
through the recession in better shape than most luxury companies, with record profits and 
a current market capitalisation of more than €5bn. 40 



Heightened competition 

Companies are facing more intense competition from domestic and foreign brands, result- 
ing in rising marketing costs and shrinking profit margins. Many brands are buffeted by 
powerful retailers that market their own-label brands. Many brands have become mega- 
brands and extended into related or unrelated product or service categories: easyjet now 
has at least 17 products or services, including easyMobile, easyCinema and easyHotel. 
Within the mobile phone market the main players, such as Vodaphone, TMobile, Orange 
and 3, have to compete with unrelated companies like Tesco, the UK retailer - with over 
2.5 million customers - along with ASDA, which have both entered the mobile phone 
market, as has Italian fashion designer Prada. These are entrants into an already competi- 
tive market. Another Italian fashion designer, Armani, has expanded into hotels with the 
Armani Hotel in Dubai. 

Globalisation 

The increase in world trade, a continuing integration of the world’s major economies, 
and the onward march of globalisation mean that marketing will continue to have a more 
global orientation. This, coupled with technological advances in transportation, shipping 
and communications, has made it easier for companies to market and easier for consumers 
to buy products and services from all over the world. We now consider it normal to ship 
kiwi fruit from New Zealand and oranges from South Africa, and in the services area we 
find it normal to access money from ATMs all over the world and to phone home from 
anywhere without any difficulty. 

Increased range of information and digital technologies 

The marketplace has more technology than ever before. Companies can communicate and 
connect globally in minutes and real-time online information is normal. The range of tech- 
nologies within the marketing domain is extensive - from internets to databases, from kiosks 
to planning software, from mobile phones to self-service technologies (see Chapter 4). 
Marketing managers need to understand and embrace the current range of digital tech- 
nologies both internally and externally and also monitor new and innovative technologies. 



•mi 
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The adoption and use of information technology should be customer focused, providing 
value to the customer and gaining valuable insights for the company, from the information 
collection aspect of technology. 41 

Industry convergence 

Industry boundaries are blurring at an incredible rate as companies are recognising that 
new opportunities lie at the intersection of two or more industries. The computing and 
consumer electronics industries are converging as the giants of the computer world release 
a stream of entertainment devices - from iPods and MP3 players to plasma TVs and cam- 
corders. Google has developed a smart car which can drive without a driver - from a search 
engine to a car engine - moving Google into car manufacturing. Nike and Apple have suc- 
ceeded with a sports and music industry convergence. Nike has teamed with Apple iPod 
to offer a Nike-Apple workout experience. A sensor is placed in the Nike sports shoe and 
a receiver is attached to an iPod Nano. During training, the iPod will select music, provide 
statistics, and coach, encourage and provide feedback on running performance. 

Retail transformation 

Retailing in Europe has been transformed in four ways: 

1 The growth of own brands. Within the consumer goods sector, powerful retailers now 
control limited shelf space and are placing their own-label brands on shelves in com- 
petition with national brands. By offering their own-brand labels, they can reap higher 
profit margins and, with the huge quantities they purchase, can bargain hard with their 
suppliers. 

2 Retail internationalisation. Although international retailing has a long history, the proc- 
esses of internationalisation have accelerated dramatically over the last two decades, 
with the major retailers launching across the globe. European players dominate retail 
landscapes across world regions; UK-based Tesco is one of the world’s biggest retailers 
along with Carrefour, the French retailer. Tesco aims to generate more than half the 
group’s total sales from international markets, with Tesco’s move into South Korea and 
the USA as part of its international expansion. 

3 The fragmentation of the retail market in Europe. Traditionally the European market 
has many small retailers, but most areas are succumbing to the growing power of giant 
retailers. 

4 Competition forces. Competition from an explosion of retail outlets, out-of-town shop- 
ping centres and the internet has caused many changes in retailing. In response, 
entrepreneurial retailers are building entertainment into their shops, with bookshop- 
cafe combinations, lectures, demonstrations and in-store performances providing an 
‘experience’ rather than a product assortment (see Mac Cosmetics below). 



MAC Cosmetics 



A division of French cosmetics giant Estee Lauder, MAC (which stands for Make Up Artist 
and Customer) has 1,000 stores worldwide, which don’t simply sell make-up and lipsticks. 
Instead, they rely on highly paid ‘artists’ to bond with each customer during a free make-up 
consultation and application lesson. While this service process strategy (see Chapter 18) 
is hardly new in the world of retail make-up, what is unique is that MAC’S artists are not 
focused on increasing their commission and loading customers down with more products. 
Rather, they are trained to collaborate with customers so they will leave the store with €50 
or more of MAC products and the feeling, ‘I can definitely do this at home.’ The goal, says 
Matthew Waitesmith, MAC’S head of ‘artist training and development’, is for each customer 
to feel she has had an authentically artistic experience ‘that hopefully means they’ll return 
to the place that makes them feel like an artist'. 42 
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New consumer capabilities 

Contemporary consumers and consumption patterns are changing. 

Consumers in a recession or economic recovery 

The arrival of a recession and economic recovery heralded a change in consumer behav- 
iour. Consumers who are fearful for their livelihood may switch segments if their economic 
situation changes for the worse. All groups prioritise consumption by sorting products and 
services into the following categories: 

• essentials - necessary items; 

• treats - something to give pleasure; 

• postponables - offerings they can put off but will purchase another time; and 

• expendables - purchases they will cancel. 

Consumers in a recession can be divided into four groups: 

1 The slam-on-the-brakes segment: the most vulnerable and hardest-hit group, which has 
responded by eliminating, postponing and decreasing all types of spending. Some have 
low incomes, but anxious higher-income consumers fall into this category as well. 

2 Pained but patient: these consumers tehd to be resilient and optimistic about the long- 
term picture, but less confident about recovery in the near term. This group is also 
cutting spending in all areas, but less aggressively. 

3 Comfortably well off: consumers who feel secure about their ability to ride out the 
recession. Their consumption is relatively unchanged, but they may tend to be more 
selective and less conspicuous with their spending. 

4 Live-for-today consumers: consumers who may be in debt but who will continue to 
spend at pre-recession levels. 

As stated in a recent Harvard Business Review. ‘Marketers typically segment according to 
demographics or lifestyle. In a recession, such segmentation may be less relevant than 
a psychological segmentation that takes into consideration consumers’ emotional reac- 
tions to the economic environment’. 43 Understanding the cyclical nature of markets and 
the stage of economic development provides marketers with the ability to forecast the 
spending patterns of their customers. The marketing insight below provides a technique 
for business cycle forecasting. 



Marketing insight 







How to become a business 
cycle forecaster 

'Give an executive team a forecast, and guide it for a 
quarter. Teach an executive team how to forecast, and 
guide it for a lifetime.' This aptly captures the value of 
learning how to become your own business cycle fore- 
caster by using a 'GDP forecasting equation’. A nation’s 
gross domestic product (GDP) measures its economic 
growth, and changes in the GDP growth rate chart 
movements in the business cycle. GDP refers to the 
market value of all final goods and services produced 
within a country in a given period. It is often considered 



an indicator of a country’s standard of living. By follow- 
ing GDP’s four components - consumption, business 
investment, net exports and government spending - any 
manager can develop a very keen sense of where the 
business cycle may be heading and quickly spot poten- 
tial recessionary dangers ahead. 

At the right of the diagram on the next page are the 
economic indicators and reports that managers regu- 
larly follow to anticipate movements and key turning 
points in the business cycle. A tabulation of these will 
indicate the GDP of the nation. The ISM index is a national 
manufacturing index based on a survey of purchasing 
managers (PMI) at roughly 300 industrial companies. 
The ISM index calculates nine different sub-indices. 
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► Marketing insight (continued) 




Consumer confidence 
Retail sales 
Vehicle sales 
Home sales 



ISM index 





These comprise new orders, production, employment, 
supplier deliveries, inventories, prices, new export 
orders, imports and backlogs of orders. The produc- 
tion index is used to help predict industrial production. 
The prices index is used to help predict the producer 
price index. The new orders index is used to help predict 
factory orders. The employment index is used to help 
predict manufacturing employment. And the supplier 



deliveries index is a component of the leading economic 
indicators index. This signals expansion when the index 
is above 50 and contraction when below. The ECRI index 
is provided by the Economic Cycle Research Institute, 
which maintains well over 100 proprietary indexes for 
20 major economies. 

Managers need to focus on three major activities to 
advance business cycle management: 

1 Developing and deploying forecasting capabilities to 
anticipate movements and key turning points in the 
business cycle; 

2 Applying well-timed business-cycle management 
strategies and tactics across the functional areas 
of the organization in a synergistic and integrative 
fashion; 

3 Over the longer term, building a recession proof 
organization with an orientation toward business- 
cycle management, an executive team with a high 
degree of economic and financial market literacy, a 
facilitative organizational structure and a supportive 
organizational culture. 



Source: Peter Navarro (2009) Recession-proofing your 
organization, MIT Sloan Management Review, 50(3), 45-54. 

© 2009 from MIT Sloan Management Review/Massachusetts 
Institute of Technology. All rights reserved. Distributed by 
Tribune Media Services. 



Consumer sophistication 

Consumers are more marketing-sawy with many cynical about marketing efforts - 
inundated with hundreds of pitches a day, and increasingly suspicious of business prom- 
ises. 44 Professor Stephen Brown from the University of Ulster suggests that ‘Today’s 
consumers were trademarked at birth and brought up on branding’ 45 Children as young 
as three can recognise brand logos, and the average child sees between 20,000 and 40,000 
commercials a year 46 Consumer sophistication is reflected in: 

• Greater ease in interacting. Today’s buyers can place orders from home, office or 
mobile phone, 24 hours a day, seven days a week, and quickly receive services and 
products at their home or office. Customers can also track and monitor their orders 
worldwide. DHL provides a tracking service online so that the customer knows where 
their parcel is at any time. 

• Technically savvy consumers. Many customers are now technologically savvy, interac- 
tive, mouse clicking, engaged and intelligent. Consumers are using technology in ways 
that marketers are only beginning to understand. Across Europe, around 60 per cent 
of Germans and Britons are online. More than seven in ten Dutch, Swedish and 
Danish households have a personal computer 47 Europe showed the highest growth in 
social networking reach among the major global regions during 2010 48 The iGeneration 
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(a jocular allusion to the popular iPod boom, experienced by the internet generation) 
are people who grew up with computer technology as normal. They have no memory 
of (or nostalgia for) pre-internet history; they take the internet for granted, accept the 
utility of services such as email, Wikipedia, search engines and social media such as 
Facebook and YouTube. The term ‘Generation Now’ has been coined to reflect the 
urge for instant gratification that technology has imparted. This is the most connected 
generation ever, with several European countries, including the United Kingdom, hav- 
ing more mobile phones than people. 

• Self-expression and interaction. Rather than companies providing information to 

customers - what can be called ‘top down’ - the internet generation wants to discover 
new things for themselves and then share their discoveries. The ‘me-to-we’ generation 
wants to connect and share, and has created an online world that operates beyond 
traditional boundaries. User-generated content allows customers to express themselves 
online. YouTube and social networking sites such as Facebook bring together people 
with a common interest but also allow consumers to share information. Social net- 
working and the internet in general have had a dramatic impact on the way marketers 
have to define and interact with their customers. Young adults are moving away from 
other mediums to social networking. This has been driven by web 2.0 technologies, 
broadband penetration and also ubiquitous digital cameras and camera phones (see 
Figure 1.4). 4 

• A substantial increase in buying power. With an increased ability to offer advice 
on products and services, the internet, social networking and other technologies, 
such as mobile phones, notebooks and iPads, fuel personal connections and user- 
generated content and increase the power of the consumer. 49 Some 35 per cent of 
young, first-time car buyers consider the internet their most important shopping 
tool. 50 In the hotel sector, browsing the internet and checking hotel information on 
Trip Advisor is now the norm. Trip Advisor is a customer-to-customer advice and 
discussion forum. In 2010 it became the first travel site to have more than 40 million 
monthly users providing reviews and opinions, making it the world’s largest travel 
site. With sites like price.com and lastminute.com consumers are only a click away 
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Figure 1.4 Reach of social networking sites by market in Europe 
Source: Panel only data, comScore Media Metrix, Dec. 201 1 vs Dec. 2009. 
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from comparing competitor prices and product and service attributes. Business buy- 
ers can run a reverse auction in which sellers compete to capture their business. 
They can readily join with others to aggregate their purchases and achieve deeper 
volume discounts. 

• An amplified voice to influence peer and public opinion. The internet can be used 
as a vehicle to influence companies. Kryptonite, a company that makes high- 
priced bicycle locks, found itself in an awkward position when several blogs showed 
how the firm’s U-shaped locks could be easily picked using only a Bic pen . 51 
With the instructions posted on the internet, many consumers were able to open 
the iPhone to any network despite the desire of the company to use only one 
network. 

• Co-creation. Much of consumer experience with brands and companies now involves 
co-creation, where the consumer and the company combine to define, create and 
shape their experience of the product or service. BMW encourages buyers to design 
their own models from among 500 options, 90 exterior colours and 170 trims. Around 
80 per cent of BMW cars are co-created with the customer. This links to customisation 
where customers have an input into the design role, customising dhe product or serv- 
ice to suit themselves, where traditionally products and services were designed by 
companies. Companies can produce individually differentiated products or services, 
whether they are ordered in person, on the phone or online, thanks to advances 
in factory customisation technology and the increased sophistication of databases, 
computers and the internet. For a price, customers can customize- their M&M sweets 
by colour and even apply short personalised messages (see "www. mymms.com/ 
default.aspx) and the same can be done with Heinz tomato ketclup bottles (www. 
myheinz.com ). 52 

• Self-service technologies. More and more companies are choosing to pro- 
vide self-service technology options for their customers. Self-service checkouts 
at supermarkets, self-check-ins at airports, cinema ticket collection and online 
investment trading have all proliferated. Self-service should be a choice for cus- 
tomers rather than a cost-saving exercise by the company. Many self-service 
technologies have been designed without any marketing input. Take the ATM - 
what would it look like if it had been designed and managed by marketers rather than 
technologists? 



Understanding the marketing 
philosophy 

The marketing philosophy or concept is one of the simplest ideas, but it is also one 
of the most important, and one that is often difficult for a company to embrace. At its 
very core is customer satisfaction. Satisfied customers are more valuable, more likely to 
purchase more, and more likely to relate positive word of mouth. Trie marketing concept 
or philosophy states that the organisation should strive to satisfy its customers’ wants 
and needs while meeting the organisation’s profit and other goals. In simple terms, ‘the 
customer is king’. 

This marketing philosophy needs to be adopted by the whole company, from top 
management to the lowest levels and across all departments of the organisation. The 
customers’ needs, wants and satisfaction should always be foremost in every manager s 
and employee’s mind . 53 

Many companies have not progressed to a marketing concept but are challenged to 
move from the old-fashioned product or sales concept. 
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Amazon 

Amazon was one of the first companies to create a tailored and authentic online shopping 
customer experience. Creating goodwill with the customer is a subtle art. Bill Price, former 
and first Global VP of Customer Service with Amazon, discusses how they made customers 
fall in love with the site and the company. He notes that from the beginning, their focus was 
on offering customers compelling value. 

We set out to offer customers something they simply could not get any other way, and 
began serving them with books. We brought them much more selection than was poss- 
ible in a physical store (our store would now occupy 6 football fields), and presented it 
in a useful, easy-to-search, and easy-to-browse format, in a store open 365 days a year, 
24 hours a day. We maintained a dogged focus on improving the shopping experience. 

We now offer customers gift certificates, 1 -Click SM shopping, and vastly more reviews, 
content, browsing options, and recommendation features. We dramatically lowered 
prices, further increasing customer value. Word of mouth remains the most powerful 
customer acquisition tool we have, and we are grateful for the trust our customers have 
placed in us. Repeat purchases and word of mouth have combined to make Amazon.com 
the market leader in online bookselling. 54 

Amazon has placed the customer at the heart of their business and every aspect of the 
operation focuses on the customer and how the company can create value for them. 



The production philosophy 

The production concept or philosophy is one of the oldest concepts in business and is the 
orientation within the company which focuses on the product or service that the company 
makes or provides, rather than on a customer need. It is the idea of a product looking 
for a market. Managers of production-oriented businesses concentrate on achieving high 
production efficiency, low costs and mass distribution. The thinking is aligned to the prod- 
uct concept, which proposes that consumers prefer products that offer the best quality, 
highest performance or most innovative features. Managers in these organisations focus 
on making superior products or services and improving them over time. However, these 
managers are sometimes caught up in a love affair with their products or services. A new 
or improved offering will not necessarily be successful unless it is aligned to customer 
needs and then produced, priced, distributed, communicated and managed throughout its 
life. With this focus you often have a product looking for customers or a product that is 
way above what the customer wants. 

The selling philosophy 

The selling philosophy is a focus on making sales rather than really understanding the cus- 
tomers. The selling concept suggests that businesses have to persuade or force customers 
to buy the organisation’s products or services. The organisation must, therefore, undertake 
an aggressive selling and promotion effort. 

Traditionally, the selling concept was practised most aggressively with unsought prod- 
ucts or services that buyers normally do not think of buying, such as insurance. Some 
companies also practise the selling concept when they have overcapacity. Their aim is to 
sell what they make, rather than make what the market wants. Company success based 
on hard selling carries high risks. It assumes that customers who are coaxed into buying 
a product or service will like it, and that if they don’t, they will not return it, bad-mouth 
the company or complain to consumer organisations, but that they might even buy it 
again. The films Tin Man and Glengarry Glen Ross — where the sales reps put pressure on 
customers to order products they do not want or need in order to keep their own jobs - 
are examples of hard-sell antics and show clearly the dangers of an overfocus on sales. 
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The marketing philosophy 

The marketing concept or philosophy emerged in the mid-1950s. 55 Instead of a product- 
centred and sales-oriented ‘make-and-sell’ philosophy, business shifted to a customer-cen- 
tred, ‘sense-and-respond’ philosophy. The marketing task is not to find the right customers 
for your products or services, but to design the right services and products for your cus- 
tomers. Dell Computers does not prepare a perfect computer for its target market. Rather, 
it provides product platforms on which each person customises the features they desire 
in their computer. Customising the outside panel of the computer also allows customers 
to customise the look of the computer. 

The marketing concept holds that the key to achieving organisational goals is being more 
effective than competitors in understanding the target market’s needs and in creating, manag- 
ing, delivering and communicating superior customer value to that chosen target market(s). 

Theodore Levitt of Harvard Business School explored the contrast between the selling 
and marketing philosophy and noted that 

Selling focuses on the needs of the seller; marketing on the needs of the buyer. 
Selling is preoccupied with the seller’s need to convert his product into cash; 
marketing with the idea of satisfying the needs of the customer by means of 
the product or service and the whole cluster of things associated with creating, 
delivering and finally consuming it . 56 

The box below highlights the key characteristics from each era which can be used to 
discover the dominant concept within an organisation. 



Breakthrough marketing 



The key characteristics of 
the production, sales and 
marketing eras 

Production era (1870-1930) 

PI. Demand exceeds supply. There are shortages and 
intense hunger for goods. 

P2. There is little or no competition within product mar- 
kets (between firms selling the same goods to the 
same markets). 

P3. The company, not customers, is the centre of focus 
for a business. 

P4. Businesses produce what they can produce and 
focus on solving production problems. 

P5. Businesses produce limited product lines. 

P6. Products sell themselves. Wholesalers and 
retailers are unsophisticated in their selling and 
marketing. 

P7. Profit is a by-product of being good at production. 



53. Businesses are conscious of consumers' wants and 
some market research is done. 

54. Businesses must dispose of the products they 
produce and therefore focus on selling. 

55. Businesses produce limited product lines. 

56. Hard selling is necessary, backed by advertising. 

57. The primary goal of the firm is sales volume; profit 
is a by-product. 

Marketing era (1950 onwards) 

Ml. Supply exceeds demand. 

M2. There is intense competition within product markets. 

M3. The customer is at the centre of a company's business; 
the purpose is to satisfy customers’ needs and wants. 

M4. Customers determine what products are made. 
Businesses focus on marketing problems. 

M5. Businesses produce extensive product lines. 

M6. A wide range of marketing activities are used and 
coordinated to satisfy customers' needs. 

M7. Businesses focus on profit rather than sales volume. 



Source: N. Ellis, J. Fitchett, M. Higgins, J. Gavin, L. Ming, 

M. Saren and M. Tadajewski (2011) Marketing: A Critical Textbook, 
London: Sage, modified from Jones, D.G.B. and Richardson, A.J., 
The myth of the marketing revolution, Journal of Macromarketing, 
27(1), pp. 15-24, p. 18. 



Sales era (1930-50) 

51. Supply exceeds demand. 

52. There is competition within product markets. 
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The holistic marketing philosophy 

Without question, the trends and forces that have defined the first decade of the 21st 
century are leading business firms to a new set of beliefs and practices. 

The holistic marketing philosophy is based on the development, design and implemen- 
tation of marketing programmes, processes and activities that recognise their breadth and 
interdependencies. Holistic marketing acknowledges that everything matters in marketing - 
and that a broad, integrated perspective is often necessary. Today’s best marketers recog- 
nise the need to have a more complete, cohesive approach to marketing, which moves 
beyond the production or selling approaches to business and really embraces the market- 
ing philosophy. 

Successful companies keep their marketing focused on their target customers and the 
enduring and changing needs in their marketplace - and marketspace - and align them 
with their marketing mix activities (see Figure 1.5). 

The box on the next page suggests where companies go wrong - and how they can 
get it right - in their marketing. 

Holistic marketing recognises and reconciles the scope and complexities of marketing 
activities. Figure 1.6 provides a schematic overview of four broad components character- 
ising holistic marketing: relationship marketing (see Chapters 2 and 11), integrated mar- 
keting (Chapters 2 and 21), internal marketing (Chapter 21) and performance marketing 
(Chapter 21). We will examine these major themes throughout this book. 




Product/service 

Service/product variety 

Quality 

Design 

Features 

Brand name 

Packaging 

Sizes 

Services 

Warranties 

Returns 



Price 

List price 
Discounts 
Allowances 
Payment period 
Credit terms 



Promotion 

Sales promotion 
Advertising 
Sales force 
Public relations 
Direct marketing 



Place 

Global channels 

Coverage 

Assortments 

Locations 

Inventory 

Transport 



People 

Participants 

Staff 

Customers to customers 
Co-creation 

Process 

Service blueprint 
Process design 
Self-service technologies 
Online service provision 



Physical evidence 

Service environment 

Sound 

Sight 

Smell 

Taste 

Touch 



Figure 1.5 The 7Ps components of the marketing mix must be aligned to the target market 
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Marketing memo 




Marketing right and wrong 

The ten deadly sins of marketing 

1 The company is not sufficiently market focused and 
customer driven. 

2 The company does not fully understand its target 
customers. 

3 The company needs to define and monitor its 
competitors better. 

4 The company has not properly managed its 
relationships with its stakeholders. 

5 The company is not good at finding new 
opportunities. 

6 The company's marketing plans and planning pro- 
cess are deficient. 

7 The company's product and service policies need 
tightening. 

8 The company’s brand building and communications 
skills are weak. 

9 The company is not well organised to carry on 
effective and efficient marketing. 

10 The company has not made maximum use of 
technology. 



The ten commandments of marketing 

1 The company segments the market, chooses the best 
segments, and develops a strong position in each 
chosen target market. 

2 The company maps its customers’ needs, perceptions, 
preferences and behaviour, and motivates its stakeholders 
to obsess about serving and satisfying the customers. 

3 The company knows its major competitors and their 
strengths and weaknesses. 

4 The company builds partners out of its stakeholders 
and rewards them generously. 

5 The company develops systems for identifying 
opportunities, ranking them and choosing the best ones. 

6 The company manages a marketing planning system 
that leads to insightful long-term and short-term plans. 

7 The company exercises strong control over its product 
and service elements. 

8 The company builds strong brands by using the most 
relevant communication and promotion tools and 
techniques and other mix elements. 

9 The company builds marketing leadership and a team 
spirit among its various departments. 

10 The company constantly adds technology that gives it 
a competitive advantage in the marketplace. 



Source: Adapted from P. Kotler (2004) Ten Deadly Marketing Sins, Hoboken, NJ: John Wiley & Sons, Inc. 
Copyright © 2004 John Wiley & Sons, Inc. Reproduced with permission. 



Figure 1.6 Holistic 
marketing dimensions 
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Figure 1.7 An overview of marketing management activities reflecting the main chapters 
in the text 



Overview of marketing management 

This section and Figure 1.7 provide an overview of the textbook and of marketing 
management in practice. 

The following case study provides a brief overview of each chapter and the main 
elements of marketing management. 



Zeus, Inc. (name disguised), operates in several industries, including cameras, film and 
chemicals. Corporate management is considering what to do with its Atlas camera div- 
ision, which produces a range of 35 mm and digital cameras. Although Zeus has a sizeable 
market share in the camera market and is producing good revenue, the 35 mm market 
itself is declining rapidly and Zeus's market share is slipping. In the faster-growing digital 
camera segment, Zeus faces strong competition and has been slow to gain sales. Zeus’s 
corporate management wants Atlas’s marketing management (Chapter 2) to produce a 
strong turnaround marketing plan for the division (Chapter 3). 



O 
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Understanding marketing management 

The marketing strategy should take into account changing European and global oppor- 
tunities and challenges, changing customer perspectives and a variety of new challenges 
and marketing realities (Chapter 1). To understand marketing is to understand manage- 
ment (Chapter 2) and the marketing team must understand the integrated marketing they 
will need to use throughout the organisation. Marketing management skills will be needed 
to change the direction of the organisation and to manage both an internally and externally 
challenging environment. 

Developing marketing strategies and plans 

The first task facing Atlas is to identify its potential long-run opportunities, given its mar- 
ket experience and core competences (Chapter 3). Atlas must find the customer needs 
and then it can design its offering to match these needs. It could also look to other cus- 
tomer needs and make a line of video cameras, or it could use its core competency in 
optics to design a line of binoculars and telescopes. Whichever direction it chooses, it 
must develop a concrete marketing plan that specifies the marketing strategy and tactics 
going forward. 

Managing digital technology in marketing 

Atlas needs to review the digital technologies within its organisation and at the customer 
interface (Chapter 4). Other camera manufacturers are embracing technology at the cus- 
tomer interface and have a range of self-service devices both in shops and at home, for 
customers. Depending on the target market, more of the marketing focus could be linked 
to technologies, social networking, the internet or digital channels, and Atlas needs to 
understand how to use them innovatively. 

Capturing marketing insights 

Atlas needs a reliable marketing information system to monitor closely its marketing 
environment, and it needs to understand its internal database information (Chapter 5). Atlas 
also needs a dependable marketing research system. To transform marketing strategy into 
marketing programmes, marketing managers must measure market potential, forecast 
demand, and make basic decisions about marketing expenditures, marketing activities and 
marketing allocation [Chapter 6). Atlas must clearly understand its customers and to do so 
needs to understand consumer markets (Chapter 7). Who buys cameras, and why do they 
buy? What are they looking for in the way of features and prices, and where do they shop? 
Atlas also sells cameras to business markets, including large corporations, professional 
firms, retailers and government agencies (Chapter 8), where purchasing agents or buying 
committees make the decisions. Atlas needs to gain a full understanding of how organis- 
ational buyers buy. Atlas must also pay close attention to competitors (Chapter 9), anticipat- 
ing its competitors’ moves and knowing how to react quickly and decisively. It may want to 
initiate some surprise moves, in which case it needs to anticipate how its competitors will 
respond. 

Connecting with customers: segmentation, targeting and positioning 

Atlas must reconsider the segmentation in the market and how best to create value for 
its chosen target markets, and it must decide how to position in the market (Chapter 10). 
Suppose Atlas decides to focus on the consumer market, and to develop a positioning 
strategy for that market. Should it position itself as the ‘Mercedes’ brand, offering superior 
cameras at a premium price with excellent service and strong advertising, such as British 
Airways in the airline business? Should it build a simple, low-priced camera aimed at 
more price-conscious consumers, such as those who travel on Ryanair or easyJet? Or 
something in between? It must look to develop strong, profitable, long-term relationships 
with customers (Chapter 11). 



O 
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Building strong brands 

Atlas has a range of marketing mix elements that it must integrate and use to create and 
maintain its brand in the eyes of its consumers. Atlas must understand the strengths and 
weaknesses of the Zeus brand as customers see it (Chapter 12). A brand is an offering 
from a known source. A brand name such as Virgin carries many associations in people’s 
minds that make up the brand image: in the case of Virgin, fun and innovation. Atlas will 
have to build a strong, favourable and unique brand image in the mind of the consumer 
through the use of the marketing mix variables. Managers need to manage the brand 
across the global and within digital brand communities (Chapter 13). 

Shaping the market offerings 

Once the target market and positioning have been selected, the marketing managers now 
have the full range of the marketing mix techniques to match to consumer needs. Aligned 
to its positioning and at the heart of the marketing programme is the product and service - 
the offering to the market, which includes all the unique features of managing services 
and/or the product quality, design, features and packaging (Chapter 14). They may con- 
sider introducing new services and products to align to a target market (Chapter 15). 

A critical marketing decision relates to price (Chapter 16). Atlas has to decide on whole- 
sale and retail prices, discounts, allowances and credit terms. Its price should align well 
with the offer's perceived value or positioning ; otherwise, buyers may be confused and 
turn to competitors' products or services. 

Delivering value 

Atlas must also determine how to manage all aspects of product and service delivery 
properly in order to deliver to the target market the value embodied in its products and 
services. Nowadays companies are part of networks of companies and channel members 
making the product or service accessible and available to target customers (Chapter 17). 
Atlas must identify, recruit and link various intermediaries to manage the delivery of its 
products and services efficiently to the target market. It must understand the various 
types of retailers, wholesalers and physical distribution firms and how they make their 
decisions, as well as internet channels and other technology-based self-service or distri- 
bution systems (Chapter 17). Atlas needs to understand the service process the customer 
will go through, any physical evidence that creates or confirms the brand image and also 
the impact of people during the customer-company encounter (Chapter 18). 

Communicating value 

Atlas must adequately communicate to the target market the value embodied by its products 
and services. It will need an integrated marketing communication programme that maxi- 
mises the individual and collective contributions of all communication activities (Chapter 19). 
Atlas needs to set up a communication plan that could consist of advertising, sales promo- 
tion, publicity and public relations, and personal communications, in the form of direct and 
interactive marketing, as well as hire, train and motivate salespeople (Chapter 20). 

Implementing marketing management 

Finally, Atlas must build a marketing organisation that is capable of implementing the 
marketing plan (Chapter 21). Because surprises and disappointments can occur as mar- 
keting plans unfold, Atlas will need feedback and control mechanisms to understand the 
efficiency and effectiveness of its marketing activities and how it can improve them. Atlas 
also needs to report back to the corporate board, which will have allocated a budget to this 
marketing endeavour and will need to see the returns and measure the effectiveness of 
the marketing strategy and tactics (Chapter 22). 

Marketing focuses on understanding the customer and honing in on their current (and 
more importantly their future) needs so that the total company effort is towards customer 
satisfaction at a profit. Marketing is all the organised efforts, activities and expenditure 
designed first to acquire a customer and secondly to maintain and grow a customer at 
a profit. 
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SUMMARY 

1 Marketing is an organisational function and a set of 
processes for creating, communicating and deliver- 
ing value to customers, and for managing customer 
relationships in ways that benefit the customer, the 
organisation and its stakeholders. Marketing man- 
agement is the art and science of choosing target 
markets and getting, keeping and growing custom- 
ers through creating, delivering and communicating 
superior customer value. 

2 Marketers are skilled at managing demand: they 
seek to influence its level, timing, and composition 
for products, services, events, experiences, persons, 
places, properties, organisations, information and 
ideas. They also operate in four different market- 
places: consumer, business, global and non-profit. 

3 Today's marketplace is fundamentally different as a 
result of major societal forces that have resulted in 
many new consumer and company capabilities. These 
forces have created new opportunities and challenges, 
and changed marketing management significantly 

as companies seek new ways to achieve marketing 
excellence. 



4 The severe economic recession caused marketers to 
rethink best practices of management. A recession can 
be a time of great challenge but also great opportunity. 

5 There are four competing philosophies under which 
organisations can choose to conduct their business: the 
production/product philosophy, the selling philosophy, 
the marketing philosophy and the holistic marketing 
philosophy. The first two are of limited use today. 

6 The holistic marketing concept is based on the devel- 
opment, design and implementation of marketing pro- 
grammes, processes and activities that recognise their 
breadth and interdependencies. Holistic marketing 
recognises that everything matters in marketing and 
that a broad, integrated perspective is necessary. 

7 The set of tasks necessary for successful marketing 
management includes developing marketing strategies 
and plans, capturing marketing insights, connecting 
with customers, choosing target marketing and pos- 
itioning, building strong brands, shaping the market 
offerings through marketing mix activities, delivering, 
communicating and creating value with customers, 
and ensuring long-term growth for companies. 



APPLICATIONS 



Marketing debate 

Should the marketing budget be maintained or 
increased during a recession? During a recession the 
immediate desire of many companies is often simply to cut 
costs. The marketing department can be selected for this 
cut - and in some cases is the first area cut. One could 
argue that the marketing spend is the one spend or invest- 
ment in a company which should be maintained or even 
increased during a recession or economic downturn. 



Take a position: Marketing spend should be maintained 
or increased during a recession or economic downturn ver- 
sus Marketing spend should be cut along with all the other 
spending in the organisation. 

Marketing discussion 

Consider the broad shifts in marketing and consumers. Do 
any themes emerge? Can you relate the shifts to the major 
societal forces? 



FURTHER READING 

Kaur Gurjeet and R. D. Sharma (2009) Voyage of marketing 
thought from a barter system to a customer centric one, 
Marketing Intelligence & Planning 27(5), 567-614. 

A detailed analysis of various marketing and business 
philosophies is offered to facilitate business executives in 
examining the philosophy followed by their companies. It 
also provides guidelines for how to move vertically in pur- 
suance of improved business performance. 

The article reviews the following issues: 

1 What determines the needed level and nature of mar- 
keting concept in the case of a particular industry? 



2 Should all companies adopt the latest marketing 
thought in their practices, along with the associated 
innovative changes? 

3 How have academics and industry kept pace with the 
aforesaid changes? 

It uses research from major businesses in India to 
provide an excellent overview of marketing philosophy, 
including customer centricity and service dominant logic. 
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Chapter 2 

Understanding marketing 
management within 
a global context 




J IN THIS CHAPTER, WE WILL 
ADDRESS THE FOLLOWING 
QUESTIONS: 



1 

2 

3 

4 



What is management? 

What is marketing management? 

How is global marketing man- 
agement practised? 

How is marketing management 
practised within developing 
markets? 



Zara understands that listening to its customers is a core part of marketing 
management and provides its customers with fast-fashion clothing. 

Source: © Jochen Tack/Alamy. 



CHAPTER JOURNEY 



What is 
management? 



Understanding 
marketing management 





Managing 
• in a global 
environment 



M arketing management is a challenging and rewarding career. Marketing is 
at the centre of all business operations and is the voice of the customer in 
the organisation. It is a major task to manage the fulfilment of customer 
needs, matched to profit or other objectives of a company and within a changing 
and complex internal and external environment. 

Zara, the Spanish clothing shop, provides very good insights into marketing 
management challenges. 

The global success of Spain's best-known fashion house, Zara, relies on market- 
ing management expertise in understanding the company’s target markets' needs 
and managing its internal operations to supply these needs at a profit. Under the 
management leadership of its founder Amancio Ortega Gaona, Zara has redefined 
the rules of retailing and has become a global market leader with over 1 ,000 stores 
in 70 countries. Zara management maintains tight control of internal operations 
aligned to the needs of its target market for fast fashion. The marketing manager 
ensures that all aspects of the operation are coordinated to serve the customer’s 
need for fast fashion at reasonable prices - from design to just-in-time production 
and delivery, on to the shop floor and through to the sales counter in the stores and 
ultimately to the final customer. Zara has built in more flexibility than its rivals to 
respond quickly to changing fashion trends and to deliver value to its customers. 
While its rivals focus on outsourcing much of their production to China and India, 
and creating sophisticated advertising campaigns, Zara’s ’fast fashion’ strategy 
manages all operations in-house in its Spanish headquarters at La Coruna, where 
departments such as design, production and marketing all rub shoulders with each 
other. This allows the building of relationships between departments and an infor- 
mal organisation that minimises bureaucracy and allows for speedier reaction 
times, which is vital for providing customers with the latest fashion trends. Zara can 
make a new line from start to finish in two weeks, against an industry average of six 
months. Zara introduces 10,000 new designs a year and therefore delivers value 
for its customers by offering quality and up-to-date fashion at reasonable prices. 
A combination of strong marketing management and a marketing team that listens 
to its customers, together with an ability to plan, organise, lead and control, has 
changed a small shop located in Spain into a worldwide success. Inditex (valued at 
€4 billion) - Zara’s parent company - is the world’s largest clothing retailer by 
sales and is an industry icon. 1 
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What is management? 

Management in today’s business world is demanding and will continue to be so. 2 
Economically the last few years have seen difficult times for many marketing leaders. 
The world economy went into a steep recession in 2008 and businesses have since been 
confronted by challenging and turbulent market conditions. The globalisation of busi- 
ness, the financial challenges across Europe and beyond, the massive increase and spread 
of digital technologies, the development of supply networks spanning the globe, and 
changing consumer needs and demands are all contemporary challenges for marketing 

managers. . 

Many management roles have changed, from managing small to medium-sized national 

companies to managing global companies spanning continents. Ferrerro Rocher, the choc- 
olate manufacturer, was founded in 1946 in Alba, a small town in Italy. It started as a small 
pastry shop using local hazelnuts as an alternative to chocolate. It now employs 22,000 
people, has 18 factories and enjoys revenues of over €6 billion, and its products are sold 
in over 100 countries around the globe. What was once a small Italian company now 
purchases approximately 25 per cent of the world’s supply of hazelnuts. 3 

Management is ‘a process that involves the major functions of planning, organizing, 
leading and controlling resources in order to achieve goals. 4 Management centres on try- 
ing to achieve objectives using the four major functions. Managing is the activity of trying 
to achieve a goal using resources of whatever kind. Without goals there is no purpose 
that can guide decisions about planning, organising, leading and controlling. Managers 
are the people within the organisation charged with running the organisation on behalf 
of the owners. 5 

• Management can be viewed as a process or series of continuing and related activities. 

• Management involves the achievement of organisational goals. 

• Management reaches organisational goals by working through and with people. 

• Managers have the responsibility to combine and use organisational resources to 
ensure that the organisation achieves it purpose. 



The process of management 

Management is neither an art nor a science but a process. Management is the ability to use 
organizational resources to achieve organisational goals through the functions of planning, 
organising, leading and control. 

1 Planning establishes the direction of the organisation. 

2 Organising divides organisational activities among work groups, allocates the peo- 
ple, technological, physical, financial and informational services required to achieve 
tasks 

3 Leading motivates employees to achieve organisational goals. 

4 Finally, control measures and evaluates organisational performances. 

Therefore there are four basic pillars in the management process: planning, organising, 
leading and controlling. These are guided by the goals that the company needs to achieve 
in order to gain the desired result (see Figure 2.1). 

1 Planning 

Planning is the process of establishing goals and objectives and selecting a future course 
of action in order to achieve them. Planning involves figuring out how to achieve the 
organisation’s overall goals. In planning, a manager looks to the future - pointing out 
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Figure 2.1 The process of management 

Source: J. Martin and M. Fellenz, (2010) Organisational Behaviour and Management, Cengage Learning, 
Hampshire. 



what management wants to achieve and how they are going to achieve it. Decision 
making is a central component of planning because choices need to be made in the 
process of finalising plans. Zara only commenced online sales in September 2010, which 
could appear slow by industry standards - most retailers started online sales during the 
1990s. For example, rival H&M launched its first web-based store in 2006. 7 Pablo Isla, 
Zara’s chief executive, noted ‘For us, now is the right time to go online.’ The company’s 
plan was first to concentrate on its Asian expansion and to control costs during the 
economic downturn before venturing into the online sales format. The online rollout 
then began in Spain, the UK, Portugal, Italy, Germany and France, and has been very 
successful. 

The importance of planning cannot be overstated. As the saying goes: If you don’t 
have a plan to succeed , you really have a plan to fail. Although business and marketing 
plans may overlap in some areas, what sets a marketing plan apart is its focus on the 
customer. According to Sir George Bull, chairman of Sainsbury, the third largest chain 
of supermarkets in the United Kingdom: ‘the marketing plan starts with the customer 
and works its way around the business’. 8 The marketing manager must be able to man- 
age the effective design and implementation of a customer-focused marketing plan for 
the organisation. One of the core marketing concepts is a customer-centric focus: to 
understand and put the customer into the centre of the company. However, under- 
standing customers has absolutely no value if you don’t do something with the insights 
gained into customer behaviour. Knowing that 52 per cent of customers are concerned 
about the environment is an interesting though useless piece of data, unless you can 
do something with it. 

Regardless of the industry, a good marketing plan has to be clear and convincing and show 
how the recommendations will actually work. The power of a great marketing plan is that it 
clearly presents the core ideas, creates consensus and drives execution. In today’s fast-moving 
world, managers cannot hide behind fancy charts and complicated analyses; they have to 
make smart choices and execute plans. A tight marketing plan, grounded in goals, strategic 
initiatives and tactics, can help make this happen. 9 

Despite the enthusiasm for planning in textbooks, many companies operate without 
formal marketing plans, while others write long and detailed plans which are ignored. 
Evidence suggests that only one-fifth of companies have marketing planning processes. 10 
There are many reasons for this. It could be that in today’s extremely dynamic business 
environment, the formal marketing plan becomes obsolete for many companies before 
it is even printed. Others contend that plans are generated primarily to meet investors’ 
requirements and are seldom used in day-to-day management. 11 
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2 Organising 

Organising is the process of making sure the necessary human, physical, technological, 
financial and informational resources are available to carry out the plan which will achieve 
the organisational goals. 12 Organisational design is the process by which managers select and 
manage aspects of an organisation’s structure and culture so that the organisation can con- 
trol the activities necessary to achieve organisational goals. 15 Most organisations follow the 
traditional pattern of setting up departments. Most departments work as stand-alone units 
reporting hierarchically to the top of the organisation. Such an organisational design is called 
a functional structure and in practice often leads to department silos which can separate 
rather than join departments. The main responsibility of the marketing department is to 
act as the ‘boundary-spanner’ between the company and its customers. While there is a 
need for a separate marketing department, the philosophy of the company should be a 
marketing philosophy. It is not an either/or but a both/and perspective that is needed. 
The marketing department is needed to integrate all departments, processes and activities 
towards the customer. 14 

Owing to the importance of the marketing department as a key driver of business strat- 
egy, top management should focus attention on the work of this department above all. 15 
There can be three key problems with marketing departments: 

1 The marketing department lacks the resources needed to get its primary job done. 

2 The marketing staff do not have the management skills or power to unite all the 
departments in the company towards the customer. 

3 There is constant friction between marketing and other departments in the company. 

Any combination of these three can spell doom for even the smallest of companies. 

Staffing is dividing work into specific jobs and tasks and specifying who has the author- 
ity to accomplish certain tasks. Staffing ensures that the necessary human resources are 
available to achieve organisational goals. The well-documented failure of the British Air- 
ways Terminal 5 opening can be attributed to a lack of staff, a lack of staff training and a 
misunderstanding of how the human, technological, informational and physical resources 
needed to be organised so that they would all operate together and effectively when open- 
ing the terminal. Instead much of the organisation was left to chance, and staff training 
was poor and not checked properly prior to opening, resulting in cancelled flights and dis- 
rupted passengers, as well as confused and angry staff who could not operate the systems. 

3 Leading 

Leading means influencing others to achieve organisational objectives. It involves ener- 
gising, directing and persuading others, and creating a vision. Leadership includes many 
interpersonal processes: motivation, communicating, coaching and showing people and 
groups how they can achieve their goals. While management is accomplishing work 
through people, leadership focuses on inspiring people. This aspect of management is 
often harder to pin down and people who have this skill are often said to be born with 
it or to have a ‘natural’ talent for leadership. 16 Many leadership roles in today’s organi- 
sations centre on change and the management and implementation of change. Recent 
research suggests that the core leadership skills needed to bring about successful change 
within organisations are the ability to: 

• understand and incorporate the wider change context; 

• build leadership teams to think and act for the whole organisation; 

• understand the underlying systems that produce the performance outcomes; 

• be patient with people as they make the transition; 

• display extremely high levels of self-awareness; 

• set tangible measures for the achievement of change. 17 
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Leadership is the process of influencing others to understand and agree about what needs 
to he done and how to do it, and the process of facilitating individual and collective efforts 
to accomplish shared objectives . 18 Leaders need to develop a sense of shared purpose 
within organisations. They also must show that they can execute their visions. Matti Ala- 
huhta, the CEO of Kone, the Finnish elevator and escalator company, recently won the 
‘European Manager of the Year Award’. At the presentation of the award, Mr Alahuhta 
emphasised that he was especially pleased to get the award in the middle of an economic 
recession. He continued: 



The key challenge for leaders in difficult times is to see even this phase as an 
opportunity. Instead of emphasising costs only, such an approach requires 
the development of a positive spirit and getting people to direct their energy 
towards a clear common goal. It also requires the continuing active development 
of people and overall competitiveness of the company. Finally, it requires a high 
level of activity directed towards customers and a lot of internal communication 
concerning markets, the company’s own actions, targets and business progress. 



The box below reflects how leading-edge companies use technologies and management 
challenges to recreate environments that will help managers to learn leadership skills 
under difficult circumstances. 

t 



Marketing insight 



Web-based simulation 
for leadership 

The dynamic business landscape means that deci- 
sion making is distributed throughout organisations to 
enable people to respond rapidly to change. A lot of work 
is done by global teams, partly composed of people from 
outside the organisation, over whom a leader has no 
formal authority - they may be assembled for a single 
project and then disbanded. Collaboration within these 
geographically diverse groups is a necessity which can 
occur through digital or face-to-face interaction. What 
will leadership look like in such a world - a world whose 
features have already begun to transform business? 

The answers may be found among the exploding 
space stations, grotesque monsters, and spiky- 
armored warriors of games such as Eve Online, 
EverQuest, and World of Warcraft. Despite their 
fantasy settings, these online play worlds - 
sometimes given the moniker MMORPGs (for 
‘massively multiplayer online role-playing games') - 
in many ways resemble the coming environment 
and thus open a window onto the future of real- 
world business leadership. 19 

Gamers have six key characteristics that are useful in 
a workforce: they are orientated towards the bottom 
line; they understand the need for diversity; they under- 
stand that one cannot achieve something alone; they 
are excited by change; they see learning as something 
enjoyable; and they think laterally. 



Leading 25 guild members in a six-hour raid on 
lllidan the Betrayer’s temple fortress is hardly the 
same as running a complex global organization. 

For starters, the stakes are just a bit higher in 
business. But don't dismiss online games as 
mere play. The best ones differ from traditional 
video games as much as universities do from 
one-room schoolhouses. In fact, these enterprises 
are actually sprawling online communities in 
which thousands of players collaborate with and 
compete against one another in real time within a 
visually three-dimensional virtual world - one that 
persists and evolves even while a player is away. 20 

Take Everet, a web-based simulation which uses the 
dramatic context of a Mount Everest expedition to rein- 
force student learning in group dynamics and leader- 
ship. Players are assigned one of five roles on a team 
attempting to summit the mountain. The simulation 
lasts six rounds totalling about 1.5 hours of seat time. 
In each round, team members analyse information on 
weather, health conditions, supplies, goals or hiking 
speed, and determine how much of that information 
to communicate to their team mates. They then col- 
lectively discuss whether to attempt to reach the next 
camp en route to the summit. The team must decide 
how to distribute effectively the supplies and oxygen 
bottles needed for the ascent - decisions which affect 
hiking speed, health and ultimately the team’s success 
in summiting the mountain. Failure to communicate 
and analyse information accurately as a team has nega- 
tive consequences on team performance. 21 
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MMORPG: massively multiplayer online role-playing game 
Source: Courtesy of CCP Games. 



Sources: Adapted from B. Reeves, T. W. Malone and T. 
O’Driscoll (2008) Leadership’s online labs, Harvard Business 
Review, July, 59-66; M. A. Roberto and A. C. Edmondson 
(2007) Leadership and team simulation: Everest, web-based 
simulation product, Harvard Business Review, September, 

4; J. McGonigal (2008) Making alternative reality the new 



business reality, in HBR list ‘Breakthrough ideas for 2008 , 
Harvard Business Review, February, 13-14; see also J. S. 
Brown and D. Thomas (2008) The gamer disposition, in HBR 
list ‘Breakthrough ideas for 2008’, Harvard Business Review, 
February, 12-13. 



4 Controlling 

Controlling generally involves comparing actual performance to a predetermined stand- 
ard (see Chapter 22). Any significant difference between actual and desired performance 
should prompt a manager to take corrective action. Such corrective action may well 
involve determining whether the original plan needs revision given the realities of the day. 
In many cases, financial controls dominate the business landscape but marketing controls 
should be equally important in terms of using customer information as a driver for change 
and decision making. 22 

Controlling also monitors that the plan fits the reality and that revisions are made 
accordingly. The control function is extremely important because it helps managers evalu- 
ate whether all the four major management functions have been implemented. Controlling 
is closely associated with planning because planning establishes goals and the methods for 
achieving them. Controlling also investigates whether planning was successful. Bill Ogle 
of Motorola notes that 

Measurement is essential. It allows ns to see how onr message resonates with our 
target audiences. And with today s digital tools - we can see the ebbs and flows of 
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OLD APPROACH NEW APPROACH 




Figure 2.2 New marketing management approaches to controlling and measuring customer 
satisfaction, value and loyalty 

Source: Reprinted by permission of Harvard Business Review. From Rethinking Marketing by Rust, R., 
Moorman, C. and Bhalla, G., January-February 2010. Copyright © 2010 by the Harvard Business School 
Publishing Corporation; all right reserved. 



campaign effectiveness and message resonance in real time. Marketers now have 
the capability to react as things happen. Tracking campaign effectiveness back to 
sales is the ultimate goal in every campaign . 23 

Building an effective internal control systems requires three steps. First, the goals must be 
set; secondly, the performance standards (control measures) must be used for problem solv- 
ing rather than blaming or punishing; and thirdly, reward should be tied to performance. 
The control process sets standards, measures actual performance, compares actual perform- 
ance to standards, and suggests corrective action if necessary. 

• Goals/objectives. These are the tangible measures of an achieved vision. They are the 
targets which guide decisions about planning, organising, leading and controlling, and 
against which performance is measured. Goals should stretch the organisation and be clear 
and concise. Modem performance appraisals are usually referred to as SMART objectives 
- specific, measureable, attainable, realistic and time bounded. 

• Results. These are what have been accomplished, the actual outcomes, the objective(s) 
attained. Results are often monitored from a financial perspective, but customer satis- 
faction and loyalty and other customer-focused results increase the long-term viability 
of the company. A marketing philosophy (new approach) with a move away from a 
product/production philosophy (old approach) will mean a change in how results are 
measured (see Figure 2.2). 



Why is management difficult? 

Management is complex because uncertainty and variety exist within businesses and 
markets. These are introduced by two main influences: people and organisational context 
(see Figure 2.3). 

People management is the art of giving direction to people. Managing people or employees 
introduces major challenges. Goals are achieved through people and, more fundamentally, 
without people there would be no organisations. 24 A manager’s most important, and often 
most difficult, role can be to manage people. Managers must lead, motivate, inspire and 
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People 




Organisational context 



Figure 2.3 Why is management difficult? 

Source: J. Martin and M. Fellenz (2010) Organisational Behaviour and Management, Cengage Learning, 
Hampshire. 



encourage people. Sometimes they also have to hire, fire, discipline or evaluate employees. 
Finding the right people and giving them the right skills can be a major challenge, as can 
retaining staff and motivating them to produce results. Marketing managers often have to 
manage people outside of their own organisations, including distributors, retailers, agencies 
and networks of companies. 

The organisational context includes the way the organisation is structured and how it 
operates. It focuses on the structures, resources and functions as well as the behaviours 
and culture within the organisation. The organisational context is different for different 
companies. As Henry Mintzberg, a leading management strategist noted: ‘Organizations 
differ as do animals, it makes no more sense to prescribe one kind of planning to all 
organizations than it does to describe one kind of housing for all animals.’ 25 People 
and organisational context as well as external context (Chapter 5) inevitably introduce 
additional challenges because of their complexity, uncertainty and variety. 

• Complexity. A large number of potentially relevant factors may have a bearing on the 
intended outcomes. 

• Uncertainty. There may be insufficient information about the nature and likelihood of 
certain events that may have a bearing on the intended outcome. 

Variety. Different and potentially unexpected events may be encountered as part of the 
process. 




With the uncertainty of the financial crisis from 2008-11 onwards, many businesses 
had to change their plans and review spending and development. Many hotels in 
Greece had to shut down or refocus, after banks stopped lending to tourist ventures 
and also tourist numbers declined to their country. The financial crisis across Europe 
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Organisation structure 
Technology 

Formal control and reward systems 
Human resource management 
systems and practices 



Figure 2.4 Managing in organisations 

Source: J. Martin and M. Fellenz (2010) Organisational Behaviour and Management, Cengage Learning, 
Hampshire. 



introduced greater uncertainty for both companies and customers, and also increased 
the complexity and variety of challenges - many of them new - which a manager had 
to deal with. 

There is a reciprocal relationship between management, people and organisations, 
as Figure 2.4 shows. The diagram highlights the core issues and processes associated 
with: 

• Individuals. Individual members of the organisation have different personalities, differ- 
ent styles of thinking and different levels of physical and cognitive ability (e.g. intel- 
ligence) and thus will perform at different levels. This also relates to how individuals 
select and use information and what motivates them to achieve their own and organi- 
sational goals. 

• Interactions. This refers to the interactions among people, whether as individuals, 
functions or groups. It includes leadership and management styles; group and team 
dynamics; communication among people; and the use of information for decision mak- 
ing. The elements of conflict and negotiation are also relevant, particularly due to the 
need to collaborate to achieve results. 

• Formal systems. This reflects the structure of the organisation and its activities, aligned 
to the technology used to achieve results. It also includes the formal systems for con- 
trol, evaluation and reward, and the human resources in relation to recruitment, pro- 
motions, training and development. In business it is often felt that what gets measured 
gets managed - so these formal systems can have a large impact on what occurs within 
an organisation. 

• Social systems. This relates to the culture and shared norms and expectations within an 
organisation, and the use of power and influence. It also reflects the informal networks 
or social relationships among organisational members. Fairness and trust are important 
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Breakthrough marketing 



Managing Burberry: overcoming 
the 'chav' challenge and the 
recession to become a €2 billion 
brand leader 

Burberry, the UK-based fashion empire, is one of the 
most widely recognised brands in the world. Angela 
Ahrendts, its chief executive, takes it all in her stride, 
propelling the company into the digital age without 
compromising the brand’s soul - or her own. She won 
businessperson of the year in 2010 by increasing rev- 
enues by more than 40 per cent and profits by more than 
30 per cent. She also led the company into the FTSE 
100 - the first British fashion house to be listed. She 
is credited with transforming the 154-year-old Burb- 
erry brand into a technologically savvy international 
fashion powerhouse. Once little more than a licensing 
shell built around a sturdy trench coat and its check 
lining, the company now sells everything from €3,000 
duffel bags and silk T-shirts to cashmere hot-water- 
bottle covers and a recently released cosmetics line. 
There was a time when the ubiquitous check had been 
commandeered by the rough-and-tumble working- 
class youth, or 'chavs', worn head-to-toe by C-list cel- 
ebrities and widely counterfeited. But since Ahrendts 
took over in 2006 and removed the iconic pattern from 
all but about 10 per cent of the items produced, Burb- 
erry has reclaimed its identity. She reinvented the Bur- 
berry brand and managed it globally with extraordinary 
focus. Her core management style was to lead from 
the top. She also understands the benefit of planning 
and of having a vision of what she wants to create. I 
don't look at Gucci or Chanel or anyone,’ she says. 'If 
I look to any company as a model, it’s Apple. They’re a 
brilliant design company working to create a lifestyle, 
and that’s the way I see us.’ She leads by working with 
and through people. A previous colleague noted that 



‘People want to work for her because she's completely 
unadorned and she has a life. She’s all talent and no 
pretension.’ 

Her ability to react to uncertainty, complexity and 
variety is shown clearly in her reaction to the 2008 
recession. Ahrendts can recall the exact moment every- 
thing fell apart. It was September 2008, and she was at 
a two-day board meeting where the management team 
was euphoric; earnings were up 20 per cent. Then, one 
by one, all the board members began to excuse them- 
selves to answer their phones: Lehman Brothers was 
imploding. In a single quarter, revenues would drop by 
14 per cent. Ahrendts announced immediately that she 
would cut €50 million in expenses. Anything that would 
not be evident to the consumer was slashed. She put on 
hold plans to overhaul half a dozen flagship stores, froze 
raises and bonuses, and cut jobs - about 10 per cent 
of the workforce. The company began shipping some 
of its products by boat instead of air. She slashed the 
corporate travel budget and started doing meetings by 
videoconference. To her, speed was crucial; swift sur- 
gery would leave less time to bleed and stop morale 
from deteriorating. In the end, her management team 
was galvanised by the catastrophe, says Andy Janowski. 
‘It's easy’, Ahrendts says, ‘to run a company while the 
economy is expanding, and easy to get lazy.’ She expects 
to increase global retail square footage by 10 per cent a 
year until at least 2013. 26 

She says that she has learned both analytical skills 
and right-brain creative skills during her management of 
one of the top fashion brands. The ability to turn a brand 
around from a chav brand in danger of losing its luxury 
allure to one which Catherine Middleton - the Duchess 
of Cambridge - wore weeks before the Royal Wedding in 
April 201 1 is an amazing management success story. 27 

To hear Angela Ahrendts discuss the secret of her 
management success log on to YouTube: www.youtube. 
com/watch?v=UbEj0hNW4Eg. 



aspects of the social system, aligned to what is expected from people and how they 
experience the operation of management. 

Good management can be the ultimate difference between success and failure, as the 
above box shows. 



What is marketing management? 

Marketing management is a business discipline which achieves goals through the practical 
application of marketing techniques and the management of a firm’s marketing resources 
and activities. It is the planning, organising, leading and control of the business activi- 
ties required to price, process and design products and services, to manage people, and 
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to promote and distribute satisfying services and products to target markets in order to 
achieve organisational objectives. 

The role of a marketing manager can vary significantly based on the business’s size, 
corporate culture and industry context. To create an effective, cost-efficient marketing 
management strategy, firms must possess a detailed, objective understanding of their own 
business and the market in which they operate. 

Marketing will realize its full potential only when viewed simultaneously as an 
organization-wide commitment to putting the customer first, a strategic man- 
agement responsibility for shaping the customer value proposition, and a func- 
tional responsibility to sense and respond to the market . 28 

Marketing directors operate in a rapidly changing environment which is putting even 
greater demands on marketing executives. Research suggests that marketing directors only 
last about two years, well below the average tenure of 54 months for other senior direc- 
tors. One explanation is that the role of marketing - and thus management expectations - 
varies widely among firms. Harvard’s John Quelch and Gail McGovern found tremendous 
variability in the responsibilities and job descriptions for marketing managers. The vari- 
ance exists because different models are appropriate for different types of company at 
different stages of development. 29 

Another challenge that marketing directors face is that the success factors for top mar- 
keters are many and varied. Marketing directors must have strong quantitative skills but 
also well-honed qualitative skills; they must have an independent, entrepreneurial attitude 
but also work in close harmony with other departments such as sales; and they must cap- 
ture the Voice’ and point-of-view of consumers yet have a keen bottom-line understand- 
ing of how marketing creates value within their organisation. 30 

A recent survey asked 200 senior marketing executives which innate and learned quali- 
ties were most important. Here are their answers: 

Innate. 

• risk-taker 

• willingness to make decisions 

• problem-solving ability 

• change agent 

• results-oriented 

Learned. 

• global experience 

• multichannel expertise 

• cross-industry experience 

• digital focus 

• operational knowledge 

Perhaps the most important role for any marketing director is to infuse a customer per- 
spective and orientation into business decisions, and particularly at touchpoints - where 
a customer directly or indirectly interacts with the company. The marketing director is 
responsible for directing virtually all customer efforts for the company and ensuring that 
all company efforts have a customer focus. 31 They also must compete with other compa- 
nies in challenging environments, as the box shows on the next page. 

The practice of management 

What do managers actually do in practice and every day? Managers and management 
styles can differ, and much of how a company is managed results from the type of man- 
agement style in use in that organisation. 
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[ Marketinginsight 




Management challenges 
in recessionary 
environments 

A core management skill is the ability to manage cus- 
tomers, staff and the organisation during challenging 
business cycles. A recession is one such challenge, as 
are economic recovery, natural disasters and major 
societal changes either through political situations, 
economic concerns, societal changes, technological 
upheavals and/or environmental changes. Marketing 
managers must be particularly focused on anticipating 
challenges and have contingency plans in place for each 
eventuality, and a plan for the unexpected too. 

From the point of view of a recession or economic 
downturn the major challenge is to improve on per- 
formance while cutting costs. The following steps 
provide some guidelines on how to manage when the 
market changes, particularly during a recession when 
the role is to ensure that the companies come through 
the recession intact: 

Increase communication. Communicate more than 
normal and stay in touch with staff. Communicate in 
an honest and open way, share what you know about 
the situation and also explain to them what you do not 
know. Staff meetings and face-to-face discussions 
are preferred over email in a crisis, as emails can 
appear cold and distant. People need to be informed, 
and rumour and gossip will fill the space left by the 
lack of communication. As Mick Holbrook, Director of 
Organisation and People Development at PwC, sug- 
gested ‘the best companies will keep their staff com- 
mitted by involving them in what’s going on . . . people 
will maintain a high level of engagement if they feel their 
company is being honest with them , and involving them 
if they can [in company decisions’.' 1 Give staff an outlet 
for their views, a method to communicate with senior 
managers and others rather than a one way release 
of information. In this era of technology proliferation 
the dividing line between internal and external com- 
munication can be blurred. What is said internally is 



often repeated externally, so the two messages must 
be aligned so that customers and staff are communi- 
cated to in a united way. 

Embrace change and stay positive. Try to stay positive 
and focused on what is good about the company and 
the situation. Even in the face of extreme recession it 
is a good idea to try and boost morale through low cost 
perks for staff, and innovations, no matter how small, 
for customers. Recession can bring about positive 
change and many companies prosper during a reces- 
sion. As Charles Darwin said ‘it is not the strongest of 
the species that survives, nor the most intelligent, but 
the one most responsive to change’. 

Involve staff in decision making. Try to give staff a 
voice in decision making-particularly where cutbacks 
or layoffs are concerned. They may have some great 
ideas, which can support the company and customers. 
During recessions, many staff agree to salary cuts and 
shorter working weeks to avoid layoffs. Staff also like 
to feel that they are part of the process and have some 
control over the situation rather than at the mercy of 
some nameless unseen entity working behind closed 
doors. 

Stay close to the customer. This is the time to become 
more focused on the customer and their wants and 
needs. Instead of cutting the market research budget or 
general marketing spend, you need to know more than 
ever how consumers are redefining value and respond- 
ing to the recession. Staying close to the customer 
aligns the company with their needs and brings them 
into the decision making within the company. 

Marketing is a management arena that is always 
under pressure to provide results and to manage for 
the long term. With challenging economic conditions 
the marketing skills set are needed more than ever as 
customers are conscious of value, businesses are wor- 
ried about survival and employees are worried about 
their jobs. 



' Holbrook, Mick (2008) cited in ‘Talent management special report: Rules of engagement’, available from http://www.personneltoday. 
com/articles/2008/10/17/47993/talent-management-special-report-rules-of-engagement.html 



The nature of managerial work often means that managers race around from task to 
task, with ‘brevity, variety and fragmentation’ as core characteristics of managerial work . 32 
Much of management theory assumes that managers spend their time reading reports and 
analysing data. Though they do spend time in these areas, studies have revealed that much 
of management is involved with interpersonal and communication issues. For example, 
managers spend a lot of time operating as a figurehead, making speeches, interacting with 
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Marketing memo 










Management and leadership 
styles 

What exactly is a management style? 

Management and leadership style is the general and 
consistent approach that a manager uses: for example, 
how the decision-making process is done or how 
employees are treated. Each style has its own set of 
positive and negative characteristics, and reflects the 
manner in which tasks are managed and completed. 
There are many management styles in business - the 
following is a brief discussion of the main ones: 

• Democratic. In a democratic management style, 
the manager usually delegates power to the sub- 
ordinates and leaves the decision-making process 
to them. It is of the highest importance that those 
given the responsibility are those who are efficient 
in executing the tasks. This business leadership 
style is most suitable and effective in a situation 
where the manager wants to teach employees the 
process of decision making. 

• Autocratic. In an autocratic leadership style, 
the manager is fully responsible for making the 
decisions. Hence, other employees are left out of the 
decision-making process. This is most effective in a 
condition where prompt decisions are required. This 
leadership style, however, can easily demotivate 
employees and dampen their productivity level. 

• Participative. In participative management style, the 
manager gives staff and subordinates the chance 

to be involved in the decision-making process. 



Believed to be one of the best methods of boosting 
the motivation of employees, this style will make 
employees feel valued by the management. While 
there is a sense of collective decision making, how- 
ever, the manager will have the final say. 

• Laissez-faire. A laissez-faire manager sets the 
tasks and gives staff complete freedom to complete 
it as they see fit. There is minimal involvement from 
the manager. The manager, however, does not sit 
idle and watch them work. He or she is there to 
coach or answer questions, and supply information 
if required. There are benefits: staff are again 
developed to take responsibility, which may lead 
to improved motivation. However, with little direct 
guidance from the manager, staff may begin to feel 
lost and not reach the goals originally set within the 
time frame. 

Choosing the best style 

Ultimately, the best management style is one that can 
get the job done effectively. A leader is expected to 
adopt roles, rules and concepts according to the situ- 
ation and condition of the company, as well as the skills 
and mindset of the employees. 



Sources: D. Goleman and R. Boyatzis (2008) Social intelligence 
and the biology of leadership, Harvard Business Review, Septem- 
ber, 1-8; D. Goleman (2007) Social Intelligence: The New Science 
of Human Relationships, New York: Bantam; Premier Training 
(2011) Selecting the Best Management Style for Your Business, 
Huntingdon; J. Purcell and B. Ahlstrand (1994) Human Resource 
Management in the Multi-divisional Company, Oxford: Oxford 
University Press. 



people and getting and receiving information from conversations and meetings. Managers 
also spend a lot of time away from their desk, running day-to-day operations, rather than 
on the long-term strategic needs of the company. 

Managers have to balance the conflicting demands made by the need for short- and 
long-term results with the needs of various stakeholders, including customers, share- 
holders, employees and communities. The nature of management means that they need 
to be able to convey and explain a clear vision. As Jim Kilts, a former CEO at Kraft, Gil- 
lette and Nabisco, says: ‘I want rigorous analysis and thoughtful assessments, but I don’t 
want complexity. If strategies and plans aren’t easily understood by everyone, they will 
be acted on by no one.’ 

Managers have a wide array of alternative strategies they can undertake in running a 
business. These different alternatives yield differing cashflow streams. Effective manage- 
ment requires a long-term focus and choosing strategic alternatives that yield the highest 
overall expected net present value (i.e. strategies that maximise the return on the invest- 
ment made in them). 
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The core marketing management skills 

There is no one established set of tasks or clearly defined role for the marketing manager. 
Marketing is not a ‘one size fits all’ discipline, and the variety and challenges of each 
situation are unique. Marketing managers need a range of skills to be able to use the full 
expanse of techniques available to them in creative and imaginative ways, while always 
monitoring the financial outlays and returns needed. The marketing insight box explores 
the core skills needed for marketing practitioners. 

Some of the unique marketing management skills required by marketing managers are 
as follows: 

• managing across the organisation; 

• managing networks, relationships and interaction; 

• information handling and management; 

• managing innovation and change; 

• analytical and creative skills. 

We will now analyse these in more detail. 

Managing across the organisation 

Although an effective marketing director is crucial, increasingly marketing is not done 
only by the marketing department. Because marketing must affect every aspect of the 



Marketing insight 




Marketing skills for an MBA 

In a recent study of MBA graduates, a number of 
skills were recognised as being needed by marketing 
people . 33 The four most important were: 

1 Decision making under uncertainty: ability to adapt 
to new situations; ability to make decisions with 
imperfect information; ability to integrate infor- 
mation from a wide variety of sources. 

2 Communication skills: oral and written communi- 
cations skills. 



The future 

In relation to the skills and abilities needed by mar- 
keting in the future, six underlying dimensions were 
suggested: 

1 Information analysis and strategic planning: devel- 
oping a strategic plan; strategic thinking; develop- 
ing creative problem-solving skills; integration of 
information from a wide variety of sources; analytical 
thinking. 

2 Communication skills: oral and written communi- 
cation skills; interpersonal skills; leadership skills. 



3 Data collection and analysis: information-gathering 3 Statistical and financial analysis: conducting finan- 

skills; quantitative skills. cial analyses and preparing a budget; analysing, 

4 Strategic/analytical thinking: ability to think stra- organising and interpreting statistical data; conduct- 

tegically; ability to think analytically. ' n 9 cost-benefit analyses of potential changes. 



MBA alumni reported greatest usage of their inter- 
personal skills and oral and written communication 
skills. Integrating information from a wide variety 
of sources was also high on the list, as were analyti- 
cal thinking, creative problem-solving skills and stra- 
tegic thinking. The skills used least involved financial 
analysis (conducting cost-benefit analyses of proposed 
changes and preparing budgets) and direct staff man- 
agement (recruiting, managing and maintaining staff). 



4 Organisation management: recruiting, managing 
and maintaining staff; stress management; manag- 
ing change. 

5 Career management: managing their career; net- 
working skills. 

6 Marketing-specific skills: technical skills for the 
marketing speciality - for example, developing web- 
based marketing, and designing and conducting mar- 
ket research. 



CHAPTER 2 UNDERSTANDING MARKETING MANAGEMENT WITHIN A GLOBAL CONTEXT 55 



Macro- 

environmental 

influences 




Changes at 
different levels 




Developments in 
marketing theory 






Economy 

• Borderless global 
economy 

• Connected 
knowledge 


w 


Fundamental shifts 

• Goods to service-centred view 

• Economic-social process 

• Firm to customer perspective 
Paradigm shift 


Technological 


i w 


economy 


1 W 


Research focus areas 

• Relationship marketing 

• Services marketing 

• Marketing orientation 

• Marketing productivity 


advances 


t * 


Industry 
• Globalising, 
consolidating 
and converging 
industries 










Changing marketing practice 


Globalisation 


L w 


Market 

• Fragmenting and 
homogenising 
market 




Shift in focus 

• Value distribution to co-creating 
unique consumer value 

• Mass production to mass 
customisation 

Shift in emphasis 


f “ 


• Sellers-buyers 
market 





• Customer acquisition to retention 
Shift in scope 

• Immediate customer to value chain 






Customer 

• Active, informed, 
connected and 
demanding 
customer 

• Increased choice 




• Competition to collaboration 

• Hierarchies to networks 
Impact of IT on marketing 

• Internet, electronic networks and 
marketing practice 

Changing role of marketing 

• Tactics to strategy/culture 



Figure 2.5 Environmental changes and developments in marketing theory and practice 
Source: From J. Thomas and R. K. Gupta (2005) Marketing theory and practice: evolving through turbulent 
times, Global Business Review, 6(1), 95-112. Copyright © International Management Institute, New Delhi. 
All rights reserved. Reproduced with the permission of the copyright holders and the publishers Sage 
Publications India Pvt. Ltd, New Delhi. 



customer experience, marketers must properly manage all possible touchpoints, such as 
store layouts, package designs, product functions and customer service. Marketing must 
also be influential in key general management activities, such as product innovation and 
new business development. To create a strong marketing organisation, marketers must 
think like executives in other departments, and executives in other departments must 
think more like marketers . 34 

As David Packard of HP observed, ‘Marketing is far too important to leave to the 
marketing department.’ Companies now know that every employee has an impact on 
the customer and must see the customer as the source of the company’s prosperity. 
Marketing managers manage through and with other departments and functions, and 
therefore interact and collaborate with other departments and functions in order to 
achieve objectives. 

Organisations are often divided into functions, departments and teams. Functions are 
a distinct group of staff who serve as specialists in achieving a set of given objectives 
and carrying out corresponding activities, and they are usually permanent within organ- 
isations. Examples of functions are the marketing function and the accounting function. 
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Marketing departments 
are challenged with 
bringing other depart- 
ments together to focus 
on the customer. 

Source: Creatas/ 
PunchStock. 




Functional initiatives are activities where an individual or function has minimal or no con- 
tact with personnel from other functions; these are often called functional-specific activi- 
ties. Multifunctional initiatives are where employees play a liaison role and represent 
their respective function’s view. Cross-functional activities are carried out by individuals 
from different departments with a preselected team leader from a department responsible 
for team management. A team comprises a group of people linked through a common 
purpose. Teams are especially appropriate for conducting tasks that are high in complexity 
and have many interdependent subtasks. 

Departments are at a higher level and encompass many functions. The marketing depart- 
ment, for example, contains the market research function and the advertising function. 

The ability of marketing to unite with other departments such as sales, production and 
finance is crucial to gaining the acceptance and enthusiasm of other departments con- 
cerning marketing and the marketing mix programme. Take, for example, new product 
or service development engineers - they must work with marketing from the beginning 
rather than bringing marketing in after they have developed a new product or designed a 
new service. Some companies use marketing only for the promotional area and ignore all 
the rest of marketing. ‘Tick-box’ marketing is when marketing is brought in after the prod- 
uct or service has been developed and for promotions only - ticking off the promotional 
items such as brochures, point-of-sale displays and advertising without any understanding 
of the other aspects of marketing. Such a mindset contributes to product and service fail- 
ure because there is no clear understanding of consumers and marketing needs. 

The marketing department must have a strong leader who directs a well-organised 
team that can work with all the other departments company wide. A constant effort is 
needed to ensure that the marketing manager is able to provide the marketing skills 
needed to manage the company offering to the customer, and to identify opportunities 
and manage product and services to satisfy needs and expand brand awareness, loyalty 
and, ultimately, profitability. 35 

For many companies, marketing is successful; the department is well defined and there 
is agreement on the scope and contribution of marketing to the business. Alternatively, 
despite the fact that marketing affects business and financial performance, marketing 
can have a poor image within some companies. 36 For these companies, marketing is 



CHAPTER 2 UNDERSTANDING MARKETING MANAGEMENT WITHIN A GLOBAL CONTEXT 57 



Forces shaping marketing's role 



Financial pressures, a shift in channel power and marketing's inability to 
document its contribution to business results have combined to force 
reductions in marketing spending and influence - with significant 
consequences for marketing’s impact. 



Emphasis on short- Inability to Shift in 
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earnings, market marketing's power 
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Figure 2.6 Forces shap- 
ing marketing’s role 
Source: F. Webster, 

A. Malterand S. Ganesan 
(2005) The decline and 
dispersion of marketing 
competence, MIT Sloan 
Management Review, 46(4), 
35-43. © 2005 from MIT 
Sloan Management Review/ 
Massachusetts Institute 
of Technology. All rights 
reserved. Distributed by 
Tribune Media Services. 



underrepresented at board level and a financial, production or sales rather than a market- 
ing philosophy dominates. 37 Some of the reasons for this are highlighted in Figure 2.6, 
which reflects a range of issues facing marketing managers. 

Marketing management in organisations can be at a disadvantage because of organis- 
ational and environmental pressures. These can include the following: 

• uncertain definition of the term ‘marketing’ and the lack of understanding of marketing 
by some people; 

• the tyranny of the profit and loss or financial focus of companies, often focusing on 
short-term gain to the detriment of long-term sustained growth; 

• the difficulty in directly measuring marketing returns; 

• shifts in channel power and the loss of manufacturing control; 

• increased demands of customers; 

• the limiting of marketing’s role within top management; 

• marketing managers not having the same status as managers in other areas, such as 
finance, engineering and sales; 

• moving staff from other areas into marketing without formal marketing training and 
expecting them to learn while there; 
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• not providing marketing with ample resources; 

• lack of alignment between marketing strategy and business strategy. 

There are different characteristics of companies that embrace marketing and companies 
that do not embrace a marketing philosophy. These are shown in Table 2.1. 

For many companies, the Anglo-Saxon model of business with its financial philoso- 
phy dominates. A financial philosophy is where finance and financial models are used 
to evaluate business, and as such decisions are made predominantly through financial 
analysis and with profit maximisation as the main goal. Marketers are perceived to be 
‘unaccountable’ by the rest of the organisation; they are seen as unable to demonstrate a 
return on investment in the activities over which they have control. 38 Marketing needs to 
have a match of intuitive and creative ideas that can be tried and tested along with tech- 
niques which can be measured and monitored. The failure of many companies, especially 
during the economic upheavals of 2008 and beyond, can be attributed to an overfocus on 
profit maximisation during the boom years of 2002-8. Companies like Waterford Crystal 
and Woolworths forgot about the customer in their rush to expand and grow share value. 

McGovern and Quelch suggest eight ways to improve marketing directors’ success, as 
shown in Figure 2.7. 



Table 2.1 Characteristics of companies at the two extremes of marketing’s influence 



Marketing plays an influential role in corporate strategy in most companies - there is both an opportunity and a viable 
approach for building marketing competence as a source of competitive advantage. 




Characteristics when marketing is not 


Characteristics when marketing is 


Key dimensions 


influential in corporate decisions 


influential in corporate decisions 


Definition of marketing 


Wide disagreement and ambiguity about 
the role and importance of marketing and 
customer orientation 


Clear and shared understanding of the role 
of marketing: strong customer orientation in 
the corporate culture 


Top-management objectives 


Focused on current stock price, earnings per 
share (EPS), cost reduction, market share, 
sales volume 


Focused on long-term growth in revenue, 
profitability, EPS and cash flow 


Orientation and functional 


Little or no marketing experience; focused on 


Deep understanding of marketing; 


background of CEO 


financial community 


compelling vision of customer value. 
Advocate for the customer 


Top-management priorities 


Cost reduction and labour productivity 


Customers, resellers and key accounts. 
Market information and tracking data are key 
management tools 


Growth strategy 


Growth achieved through mergers and 
acquisitions 


Growth achieved through serious 
commitment to research and development, 
product innovation 


Role of brands 


Strong brands used as cash cows to fund 
acquisitions, growth strategy 


Substantial investment to build and maintain 
brand equity 


Focus of new product service 
development 


Product service and technology focused 


Customer analysis is hard-wired into product 
service development 


Portfolio strategy 


Managed for cash flow; pricing used to 
achieve volume goals 


Customer portfolio analysed and managed 
for loyalty and profitability 



Source: F. Webster, A. Matter and S. Ganesan (2005) The decline and dispersion of marketing competence, MIT Sloan Management Review, 
46(4], 35-43. © 2005 from MIT Sloan Management Review/Massachusetts Institute of Technology. All rights reserved. Distributed by Tribune 
Media Services. 
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1 Make the mission and responsibilities clear. Be certain that the case for having 
a marketing director is strong and the mission is well understood by leaders in the 
organisation, particularly the CEO, the board and line management. Without a clear 
need (real or perceived), the role will be rejected by the organisation. 

2 Fit the role to the marketing culture and structure. Avoid having a marketing 
director in a marketing-led company that has many individual brands rather than 

a single corporate umbrella - unless the person appointed to the position is a well- 
connected insider. 

3 Choose a marketing director who is compatible with the CEO. Beware the CEO who 

wants to hire a marketing director but doesn’t want to relinquish any marketing 
control. Find a CEO who recognises his or her responsibility to be the cheerleader for 
marketing and the brand, but realises the need to be guided and coached by a 
marketing specialist. 

4 Remember that showpeople don't succeed. The marketing director should work 
hard to ensure the CEO is successful at being the principal cheerleader for the brand. 

5 Match the personality with the marketing director type. Be certain that the chief 

marketer has the right skills and personality for whichever of the three marketing 
director models he or she might fill (marketing director, marketing services; classic 
marketing director or super’ marketing director). There is little tolerance for on-the- 
job training. i 

6 Make line managers marketing heroes. By stretching their marketing budgets, 
marketing directors can improve a division’s marketing productivity and help 
business unit leaders increase their top-line revenues. 

7 Infiltrate the line organisation. Have the marketing director support the placement 
of marketing professionals from the corporate marketing department into divisional 
marketing roles. Provide input from the marketing director into the annual 

reviews of line managers. 

8 Require right-brain and left-brain skills. The most successful marketing director 
will have strong creative and technical marketing expertise, be politically savvy, and 
have the interpersonal skills to be a great leader and manager. 



Figure 2.7 Improving marketing directors’ success 

Source: From G. McGovern and J. A. Quelch (2004) The fall and rise of the CMO, Strategy+Business, 37, 3-8. 
Reproduced with permission. 



Because of the diversity of operations and situations across companies, the marketing 
memo on the next page provides a good checklist for the questions marketing managers 
should ask, to ensure that they have a marketing philosophy and customer focus through- 
out all departments in the company. 

Managing networks, relationships and interactions 

Much of marketing management operates with a relational and networked approach, 
demanding the coordination of networks of suppliers, customers and service providers 
at a range and level never before witnessed in business history. The network school 
of management suggests that companies have a multitude of relationships within a 
web complex. The ultimate outcome of relationship marketing is a unique company 
asset called a marketing network, consisting of the company and its supporting stake- 
holders - customers, employees, suppliers, distributors, retailers and others - with 
whom it has built mutually profitable business relationships. The operating principle is 
simple: build an effective network of relationships with key stakeholders, and profits 
will follow. 39 
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Marketing memo 




Marketers' frequently asked 
questions 

1 How can we gather customer information and use 
the insight to drive the business? 

2 How can we spot and choose the right market 
segment(s)? 

3 How can we differentiate our product or service 
offerings? 

4 How should we respond to customers who buy on 
price? 

5 How can we compete against lower-cost, lower- 
price competitors? 

6 How far can we go in customising our offering for 
each customer? 

7 How can we grow our business? 

8 How can we build stronger brands? 

9 How can we reduce the cost of customer 
acquisition? 

10 How can we keep our customers loyal for longer? 

1 1 How do we lose customers who are not within our 
target market? 



12 How can we tell which customers are more 
important? 

13 How can we measure the payback from advertis- 
ing, sales promotion, public relations and our 
online activities? 

14 How can we improve sales force productivity? 

15 How can we establish multiple channels and yet 
manage channel conflict? 

16 How can we get all company departments to be 
more customer oriented? 

17 How do we manage the service process? 

18 How can we manage and improve the customer 
experience environment or any physical evidence? 

19 How can we best manage and motivate the people 
who provide the service? 

20 How can we use our marketing mix activities to 
support our target market needs and positioning 
strategy? 

21 How can we integrate all elements of the market- 
ing mix, from managing the service process to 
controlling the supply network? 

22 How can we be consistently ahead of consumer 
needs and really understand the future? 



Understanding relationship marketing 

Relationship marketing places greater emphasis on customer retention. Attracting a new 
customer may cost five times as much as retaining an existing one. Companies build cus- 
tomer share by offering a larger variety of products or services to existing customers, and 
keeping their value offering relevant and worthwhile to the consumer. A bank aims to 
increase its share of the customer’s wallet; a supermarket aims to capture a larger share of 
the customer’s ‘stomach’ or purse. Companies also target separate offers, services and mes- 
sages to individual customers based on information about past transactions, demographics, 
psychographics, media and distribution preferences. By focusing on their most profitable 
customers, products and channels, these firms hope to achieve profitable growth, capturing 
a larger share of each customer’s expenditures, by building high customer loyalty. They 
estimate individual customer lifetime value and design their market offerings and prices to 
make a profit over the customer’s lifetime. The lifetime value of a customer to a pizza com- 
pany, for example, is valued at between €2,000 and €6,000. This concept reflects a move 
from a ‘one-to-many’ approach to a ‘one-to-one’ approach. 40 

Partner relationship management (PRM) is nurturing partnering arrangements with key 
suppliers and distributors, thinking of these intermediaries not as customers but as part- 
ners in delivering value to final customers, so that everybody benefits. 

Understanding network marketing 

Marketing operates in a networked world and managing a network of people, companies, 
relationships, technologies and interactions is a core skill of marketing managers. Viewing 
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companies as networks of relationships and interactions called virtual organisations is the 
suggested model for today’s business world. This moves away from hierarchical entities to 
a more organic, integrative, network-based and process-oriented philosophy, with groups 
of separate enterprises linked through high-speed technologies. Networks are expected to 
have an enduring, profound, radical and pervasive effect on marketing. 

As network management and interfirm cooperation become crucial, information man- 
agement between manufacturers, service providers and their suppliers needs to become 
more efficient and effective using the latest information and communication technologies 
to interconnect manufacturers, suppliers, retailers and transporters, so that they can easily 
exchange information with each other. However, the use of information technologies is 
not all that is necessary - it is even more important to manage the relationships effectively 
with all companies in the network. 41 Increasingly, a key goal of marketing is to develop 
deep, enduring relationships with people and organisations that could directly or indi- 
rectly affect the success of the company’s marketing activities. Network marketing aims to 
build mutually satisfying long-term relationships with key constituents in order to earn 
and retain their business 42 



PayPal NfN 

Whether you are buying football boots from Chile or a mobile phone from Finland, or 
selling surfboards in Costa Rica, PayPal works for you. With a network of more than 190 
countries and regions, and in multiple currencies, PayPal reaches across the globe to give 
consumers and businesses a way to pay or get paid. PayPal’s success in terms of users 
and volumes was the product of a three-phase strategy described by eBay CEO Meg Whit- 
man: ‘First, PayPal focused on expanding its service among eBay users in the US. Second, 
we began expanding PayPal to eBay's international sites. And third, we started to build 
PayPal’s business off eBay.’ This is an example of building a network through eBay users 
and then expanding the network to other retailers and wholesalers. 



Four key constituents in network marketing are customers, employees, marketing part- 
ners (channels, suppliers, distributors, dealers, agencies) and members of the financial 
community (shareholders, investors, analysts). Marketers must respect the need to create 
prosperity among all these constituents and develop policies and strategies to balance the 
returns to all key stakeholders. To develop strong relationships with these constituents 
requires an understanding of their capabilities and resources, as well as their needs, goals 
and desires. Working in collaboration with partners is the idea of competent collaboration. 
Marketing management increasingly focuses on collaboration through close relationships 
with customers and partners to co-create solutions to complex problems or jointly to pur- 
sue marketplace opportunities. Within the network, all need to collaborate together to the 
mutual benefit of all - take the launch of a Harry Potter book below. 



Harry Potter 

Bloomsbury, the publishers of the Harry Potter range of books, has always operated a 
global network for managing the launch of each book, which always creates hype and 
demand. The success of Harry Potter is enormous - it is the third most popular book in 
the world, after the Bible and the Red Book by Mao, it has been translated into 67 lan- 
guages, placing its author J. K. Rowling among the most translated authors in history, and 
it is a best seller in over 120 countries. It is the highest grossing film series of all time 
and has a brand value of €15 billion. The publishers collaborated with printers, distribu- 
tors, delivery companies, retailers and the media to ensure that the books went on sale at 
midnight on the same day across the globe - creating massive queues and a heightened 
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The Harry Potter marketing success relies on collaboration across a network of 
suppliers, distributors, publishers, retailers, the media and the consumer. 
Source: © Odd Anderson/Getty Images. 



sense of demand. Book retailer Waterstone’s opened 140 of its stores at midnight and 
online retailer Amazon received more than 400,000 advance orders in the UK alone. The UK 
Royal Mail had to employ an extra 150 vans to handle delivery. Bloomsbury networks with 
Warner Bros, which have made films of all seven books. The films have in turn spawned 
eight video games and have led to the licensing of more than 400 additional Harry Potter 
products (including an iPod). Universal and Warner Brothers also announced the creation 
of The Wizarding World of Harry Potter', a new Harry Potter-themed expansion to the 
Islands of Adventure theme park at Universal Orlando Resort in Florida. A global network 
of players and a global consumer base has created and maintained Harry Potter as one of 
the iconic brands of this century. 



Being able to collaborate successfully allows a firm to innovate, to respond to change 
and to achieve strategic marketing objectives. Successful collaboration requires: 

• collaborative capability (the skills, capabilities and supporting processes); 

• absorptive capability (the ability to learn and apply new knowledge); 

• developing project-specific capability; 

• selecting the right partner; 

• managing the collaboration process; 

• developing the right team. 43 

Marketing managers need to ask the following questions: 

1 Can the company recognise when collaboration is needed on marketing projects? 

2 Does the company have the commitment of senior management to invest the necessary 
time, resources and effort for marketing collaboration? 

3 Can the company improve on whom they select as collaborators in marketing projects? 

4 Does the company have the capabilities to learn from the collaboration partners? 

5 Is the marketing manager committed to collaborating in ways that improve relationship 
quality with partners? 
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Understanding dominant marketing practices 

The European market is particularly suited to network models of marketing and business 
because it has an interdependence view of markets where companies do not operate 
alone but rather in groups or networks. 44 Before marketers decide which marketing mix 
elements to use, they must understand relationships, networks and interactions as a fun- 
damental prerequisite to implementing the marketing mix. 45 The contemporary marketing 
practice (CMP) framework in the marketing insight box highlights the different marketing 
practices included in relationship marketing and network marketing. 




The contemporary marketing 
practice framework 

The contemporary marketing practice framework (see 
Table 2.2) offers an interesting perspective on how 
we could view marketing's move from transactional 
exchange to relational and networked marketing. 46 
This framework suggests that companies often have a 
dominant focus but that they practise marketing across 



the full range of transaction, database, emarketing, 
interaction and network marketing practices. It shows 
marketing managers which core skills set they need, 
depending on the marketing practice they use. Remem- 
ber that all of the practices can be in operation but that 
one usually dominates. 

In the case of network marketing, if a marketing 
manager was managing with network marketing as the 
dominant focus then the orientation would be towards 
the aspects listed in the final column of Table 2.2. 



Table 2.2 The contemporary marketing practice framework 



Transaction Database Interactive Network 

marketing marketing emarketing marketing marketing 
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exchange 
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Information 
and economic 
transaction 
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time 
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Interpersonal 


Connected 


generating dia- 


relationships 


relationships 


logue between a 
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► Marketing insight (continued) 



Table 2.2 (continued) 




Transaction 

marketing 


Database 

marketing 


emarketing 


Interactive 

marketing 


Network 

marketing 


Formality of 
exchange 


Formal 


Formal (yet 
personalised via 
technology) 


Formal (yet 
customised and/ 
or personalised 
via interactive 
technology 


Formal and 
informal (i.e. at 
both at business 
and social level) 


Formal and 
informal (i.e. at 
both at business 
and social level) 


Managerial intent 


Customer 

attraction 


Customer 

retention 


Creation of IT- 
enabled dialogue 


Interaction 


Coordination 


Managerial focus 


Product or brand 


Product/brand 
and customers 
(in a targeted 
market) 


Managing IT- 
enabled relation- 
ships between 
the firm and 
many individuals 


Relationships be- 
tween individuals 


Connected 
relationships 
between firms 
(in a network) 


Managerial 

investment 


Internal market- 
ing assets 


Internal 

marketing assets 

(emphasising 

information 

technology 

capabilities) 


Internal 
operational 
assets (IT, 
website, 
logistics); func- 
tional systems 
integration 


External market 
assets (focusing 
on establishing 
and developing a 
relationship 
with another 
individual) 


External market 
assets (focusing 
on developing the 
firm's position 
in a network of 
firms) 


Managerial level 


Functional mar- 
keters (e.g. sales 
manager, prod- 
uct manager) 


Specialist 
marketers (e.g. 
customer service 
manager, loyalty 
manager) 


Marketing 
specialists (with) 
technology 
specialists, 
senior managers 


Employees and 
managers (from 
across functions 
and levels in the 
firms) 


Senior managers 



Sources: R. Brodie, N Coviello and H., Winklehofer (2008) Investigating contemporary marketing practices: a review of the first 
decade of the CMP Research Program, Journal of Business and Industrial Marketing, 23(2), 84-94; M. Brady, M. R. Fellenz and R. 
Brookes (2008) Researching the role of information and communication technologies in contemporary Marketing, Journal of Business 
and Industrial Marketing, 23(2), 108-14; adapted from N. Coviello, R. Brodie and H. Munro (1997) Understanding contemporary 
marketing: development of a classification scheme, Journal of Marketing Management, 13(6), 501-22; N. Coviello, R. Brodie, P. 
Danaher et al. (2002) How firms relate to their markets: an empirical examination of contemporary marketing practices, Journal of 
Marketing, 66(3), 33-46. 



Information handling and management 

Information abounds in marketing. There is ‘almost limitless amounts of marketing data 
concerning customer details, buying patterns, channels of distribution and the perform- 
ance of partners and so on’. 47 In a digital world, the ability to store, process, analyse and 
transmit information far exceeds the ability to use this information. In many cases it is 
not a question of too little information, but too much. The real power base in marketing 
comes from a company’s information power and not its sales power. Marketers who can 
analyse information and react to the knowledge that this information yields, by creating 
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innovative and creative products and services, will be successful - not the company with 
the best sales force or advertising. 

Never before have companies had such powerful technologies for interacting 
directly with customers, collecting and mining information about them and 
tailoring their offerings accordingly. And never before have customers expected 
to interact so deeply with companies and each other to shape the products and 
services they use. 48 (See Chapter 4.) 

In the future, marketing will rely less on experience, intuition and guesswork and much 
more on the information provided by information technology systems, monitoring every 
stage of the product/service design, development and delivery through to consumption. 
The marketing manager will have to manage huge amounts of information from multiple 
sources, channels and all members of networks, relationships and interactions, along with 
the internal and external environment (see Chapters 5-9). 



Managing innovation and change 

To survive and succeed, every business has to become a change agent. Marketing must be 
able to abandon what is not successful and continuously improve every product, service 
and process within the company. 49 This requires the exploitation of successes, especially 
those that are unexpected and unplanned for — and it requires systematic innovation. 
Change should be normal and expected rather than feared and avoided. 

Where is the next innovation going to come from? Marketing managers need to be 
futurologists. They need to be at least a year or two ahead of the market and tell the com- 
pany where the market is going. Contemporary companies imitate each other’s structures 
and strategies, resulting in decreased margins for all. 50 A solution to this is to build a capa- 
bility in strategic innovation and imagination. Take Apple, which rocked the mobile phone 
world with the iPhone, prompting rivals to imitate the touch-screen design. The challenge 
is to create a marketing culture that values human capital and innovation, to provide a 
steady stream of innovation. 51 Innovation is about much more than new products and 
services. It is about reinventing business processes and building entirely new markets that 
meet untapped customer needs. The Taka Group, a Mumbai-based conglomerate, devel- 
oped a €2,000 car for the large untapped market in small cars at an affordable price. The 
car is inexpensive in part because of the distribution model, which sells the car in kits. 
Virgin Atlantic, the UK-based airline, is another innovative company. 



Virgin Atlantic V < 

Emerging out of the music-centred Virgin Group, Virgin Atlantic Airways has led the 
journey of the Virgin brand from its counter-culture origins to pioneering and deliver- 
ing customer^centric, service-led innovation in the airline sector. Its key emphasis is 
on innovation and differentiation. Sir Richard Branson, the founder and Chief Executive, 
confirms his vision for the airline as: ‘Innovation, value for money, and the simple idea 
that flying should actually be fun.’ 52 Expanding from its original transatlantic base linking 
London with New York and Miami, Virgin has become a major international global airline, 
introducing process and service innovations and redefining the economy and business- 
class travel experience along the way. Resembling a flying luxury hotel, business class 
innovations have included providing a limousine service, onboard masseurs and unique 
lounges. In economy class, Virgin introduced the individual multichannel entertainment 
system and also onboard SMS text messaging. It was also the first airline to launch a pod- 
casting service. 53 Breda Bubear, Virgin Atlantic advertising and communication head, said: 

'Podcasting gives us a fantastic opportunity to communicate with our customers in a new 
and innovative way’ 54 . 
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According to Andrew Hargadon, a product designer for Apple, ‘the big challenge in 
managing innovation lies, not in building up two very strong skills in innovation and in 
operations, but rather in building the bridge between them - developing the people and 
processes that facilitate the routinisation of novelty. An ability to turn good ideas into 
practical processes that organisations can value, adopt, implement, and manage.’ Having 
the ideas is not the same as converting them into process improvements, new product 
designs, supply network innovations, and ultimately added value for the customer. That 
is execution. The challenge is to ask what new ideas can be implemented to stay ahead 
of the competition. Many companies, often through success, become complacent and stop 
focusing on or managing innovation. The marketing insight below highlights the dangers 
of becoming complacent. 



Analytical and creative skills 

Marketing managers need to be both analytical and creative. They tend to think with the 
right side of the brain and forget that they can succeed in formulating the most ingenious 
marketing plan ever and yet fail due to a lack of monitoring and control . 55 For a disci- 
pline that focused on the creative tasks of advertising, promotion, packaging, print and 
TV advertising, marketing has moved from an emphasis on solely creative activities to 
analytical ability and activities: towards left-brain number crunchers who can understand 
modelling of information and analyse findings to produce innovative marketing mix pro- 
grammes . 56 Much of marketing is now related to analysis: analysing computer models that 
can optimise everything from shelf space to sales representative allocations. For example, 
dynamic pricing models and yield management systems in airlines and hotels allow for 




Marketing management: the 
dangers of complacency 

Many firms that are deeply entrenched in their indus- 
try, where they have dominated for years, can develop 
a particular mindset that leaves them vulnerable to 
aggressive and innovative competition. They forget to 
carry out marketing with an inside-out perspective and 
so miss the opportunities to change. They often suffer 
from the three Cs of: 

• Complacency: smugness, self-satisfaction and 
contentment. 

• Conservatism: management which believes that the 
future will be the same as the past and adheres to 
tradition rather than market need. 

• Conceit: the belief that ‘we are the best’ and that no 
other company could be better. 

Staying marketing focused can be difficult when you are 
successful. 57 Take the example of Airbus, which has 
successfully competed with Boeing in its marketplace. 
The 800-passenger aircraft Airbus A380 - designed 



and developed by Airbus - is more than double the 
capacity of a Boeing 747. For 35 years, Boeing’s 747 
aircraft set the standard for jumbo commercial air- 
craft and controlled this market. As far as Boeing was 
concerned, theirs was as big as an aeroplane should 
be: ‘our 747 jumbo jet is the largest that can be profit- 
ably used'. 58 

Airbus, which started as a European consortium from 
France and Germany, and was later joined by Spain and 
the UK, decided to try and beat Boeing at their own 
game. The company, which is now controlled by a Dutch 
aerospace organisation, thinks its plane will create the 
blueprint for the next generation of airborne giants. ‘It’s 
the plane of the future, a cruise ship in the sky’, said 
John Leahy, Airbus’s top executive, who is credited with 
helping the company surpass Boeing as the world’s 
largest aircraft maker. The A380 ‘will change the way 
we fly, just as the 747 did’. 59 A passenger on the inau- 
gural flight congratulated Airbus on its innovation. ‘First 
of all, well done to Airbus for making the biggest flying 
machine of mankind. It’s awesome and unbelievable. 
Secondly, Airbus has made air travel so comfortable. 
I dread travelling in a 747 from now on, especially in 
economy class.’ Q 
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By focusing on innovation and trying harder than the competition, the A380 provides customers with luxury and 
speed. For Airbus it cements its position as the world’s leading manufacturer of passenger airplanes. 

Source: Jim Mone/AP/PA Photos. 



► Marketing insight (continued) 



seat and room allocation at the optimised rate. It is the marketing manager’s role to ensure 
that their business can monitor and utilise this information. 

Marketing has long outsourced much of the creative right-brain marketing activities, 
such as advertising and promotion campaigns, but nowadays marketing departments also 
outsource many of the critical left-brain marketing activities, such as customer database 
and database analysis . 60 As marketing has become more scientific and specialised, market- 
ing practitioners are increasingly turning to advanced statistical techniques for dissecting 
segments, managing services and selecting prices and allocations. For example, Tesco 
outsourced its database management to a company called DunnHumby, which has been 
instrumental in the development and operation of Tesco’s Clubcard, a loyalty card scheme 
that has been a major influence for this retail giant over the past decade. When it first 
started working with DunnHumby, Tesco was the number-two supermarket chain in the 
United Kingdom and today it is number one. The most commonly outsourced tasks that 
must be monitored by marketing are call centres, website design and management, direct 
mail programmes and database management, along with the more traditional advertising 
agencies and market research . 61 

Contemporary management and especially marketing management faces a number of 
other fundamental challenges, such as the demands for ethical and corporate responsible 
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behaviour (Chapter 22), ever-increasing performance pressures (Chapter 23) and the 
increasingly complex environment due to globalisation - discussed in the following 
section. 



Understanding global marketing 
management 

The principal impact of the increasingly complex and globalised world on marketing 
practices is that all managers, whether they operate nationally, internationally or globally, 
are impacted by events around the globe. The tsunami in Japan in 2011 disrupted many 
supply networks and impacted business for many months, while the unrest in the Middle 
East has affected many global strategies. 



Nokia HWI 

Nokia, the Finnish multinational, is the world's largest mobile phone maker. As 
with many companies, the Japanese earthquake and tsunami disrupted the supply 
of some of its products. However, Nokia said that it did not expect the disruption to 
have any significant impact on its profits. 

Nokia has 132,000 employees in 120 countries, sales in more than 150 countries, 
global annual revenue of over €42 billion and operating profit of €2 billion. Nokia 
has an installed base of over 900 million handsets. Olli-Pekka Kallasvuo, the chief 
executive of Nokia, says: 

We are based in many markets. Our customers are everywhere, our people are 
everywhere ... As a manager you have a nationality and you are a patriot, but as 
a manager you have to look at the totality. We are from many points of view the 
most global company there is, if you look at our customer base, the investors and 
where our people are. 



Some organisations are national, operating within national borders. Others are inter- 
national companies operating in more than one country, but are not necessarily global. 
RyanAir operates across Europe but not outside of European air space, unlike a global 
company such as Lufthansa which is a worldwide airline flying around the globe. 

Marketing managers, when deciding to go international or to go global, must make 
a series of management decisions, shown in Figure 2.8. We will examine each of these 
decisions here. 



Deciding whether to go abroad 

Internationalisation is the process through which a firm moves from operating solely in 
the domestic or home marketplace to operating in international markets. Many companies 
now look to the global market rather than simply remaining in their domestic market. Out- 
side the domestic market, marketing managers need to understand different consumers, 
different languages and different laws, deal with volatile currencies, face political and legal 
uncertainties, or redesign or modify their products or services to suit different customer 
needs and expectations. 

Globalisation is a business orientation based on the belief that the world is becoming 
more homogeneous and that distinctions between national markets not only are fading 
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but for some offerings will eventually disappear. The underlying principle of globalisation 

is that consumer preferences and requirements are similar across countries. 62 
Several factors draw companies into the international arena: 

• Some international markets present higher profit opportunities than the domestic 
market. 

• The company needs a larger customer base to achieve economies of scale. 

• It wants to reduce its dependence on any one market. 

• The company decides to counterattack global competitors in their home markets. 

• Customers are going abroad and require international service. 

Before making a decision to go abroad, the company must be aware of and weigh up 

several risks: 

• The company might not understand foreign preferences and could fail to offer a com- 
petitively attractive product or service. 

• The company might not understand the foreign country’s business culture even if they 
are geographically close. 

• It might underestimate foreign regulations and incur unexpected costs. 

• The company might lack managers with international experience. 

• The foreign country might change its commercial laws, devalue its currency or undergo 
a political revolution and expropriate foreign property. 



Deciding how to enter the market 

Once a company decides to target a particular country, it must determine the best mode 
of entry. Its broad choices are indirect exporting , direct exporting , licensing , joint ventures , 
and direct investment , shown in Figure 2.9. Each succeeding strategy entails more com- 
mitment, risk, control, and profit potential. 
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Figure 2.9 Five modes of entry into foreign markets 
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Indirect and direct exporting 

Companies typically start with export, specifically indirect exporting - that is, they work 
through independent intermediaries. Domestic-based export merchants buy the manufac- 
turer’s products and then sell them abroad. Domestic-based export agents , including trading 
companies, seek and negotiate foreign purchases for a commission. Export-management 
companies agree to manage a company’s export activities for a fee. Indirect exporting has 
two advantages. First, there is less investment: the firm does not have to develop an export 
department, an overseas sales force or a set of international contacts. Secondly, there is 
less risk: because international marketing intermediaries bring know-how and services to 
the relationship, the seller will make fewer mistakes. 

Companies may eventually decide to handle their own exports. The investment and 
risk is somewhat greater, but so is the potential return. Direct exporting happens in sev- 
eral ways: 

• Domestic-based export department or division. A purely service function may evolve 
into a self-contained export department operating as its own profit centre. 

• Overseas sales branch or subsidiary. The sales branch handles sales and distribution, 
and perhaps warehousing and promotion as well. It often serves as a display and 
customer-service centre. 

• Travelling export sales representatives. Home-based sales representatives travel abroad 
to find business. 

• Foreign-based distributors or agents. These third parties can hold limited or exclusive 
rights to represent the company in that country. Many companies use direct or indirect 
exporting to Test the waters’ before building a plant and manufacturing their product 
overseas. 

Licensing 

Licensing is a simple way to engage in international marketing. The licensor issues a 
licence to a foreign company to use a manufacturing process, trademark, patent, trade 
secret, or other item of value for a fee or royalty. The licensor gains entry at little risk; the 
licensee gains production expertise or a well-known product or brand name. Licensing 
arrangements vary. Companies such as Hyatt and Marriott sell management contracts to 
owners of foreign hotels to manage these businesses for a fee. The management firm may 
have the option to purchase shares in the managed company within a stated period. In 
contract manufacturing , the firm hires local manufacturers to produce the product. 

A company can enter a foreign market through franchising, , a more complete form of 
licensing. The franchisor offers a complete brand concept and operating system. In return, 
the franchisee invests in and pays certain fees to the franchisor. McDonald’s and Avis have 
entered scores of countries by franchising their retail concepts and ensuring that their 
operations are culturally relevant. 

Joint ventures 

Historically, foreign investors have often joined local investors in a joint venture company 
in which they share ownership and control to reach more geographic and technological 
markets and to diversify investments and risk. A joint venture may be necessary or desir- 
able for economic or political reasons. The foreign firm might lack the financial, physical 
or managerial resources to undertake the venture alone, or the foreign government might 
require joint ownership as a condition for entry. 

Joint ownership has drawbacks. The partners might disagree over investment, market- 
ing or other policies. One might want to reinvest earnings for growth, the other to declare 
more dividends. Joint ownership can also prevent a multinational company from carrying 
out specific manufacturing and marketing policies on a worldwide basis. However, the 
value of a partnership can extend far beyond increased sales or access to distribution. 
Good partners share ‘brand values’ that help maintain brand consistency across markets. 
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McDonald’s handpicks its global partners one by one to find ‘compulsive achievers’ who 
will make the desired effort. 

Direct investment 

The ultimate form of foreign involvement is direct ownership: the foreign company can 
buy part or full interest in a local company or build its own manufacturing or service 
facilities. 

If the market is large enough, direct investment offers distinct advantages. First, the firm 
secures cost economies through cheaper labour or raw materials, government incentives 
and freight savings. Secondly, the firm strengthens its image in the host country because 
it creates jobs. Thirdly, the firm deepens its relationship with government, customers, local 
suppliers and distributors, enabling it better to adapt its products or services to the local 
environment. Fourthly, the firm retains full control over its investment and therefore can 
develop manufacturing and marketing policies that serve its long-term international objec- 
tives. Fifthly, the firm assures itself of access to the market in case the host country insists 
that locally purchased goods have domestic content. The main disadvantage of direct 
investment is that the firm exposes a large investment to risks such as blocked or devalued 
currencies, worsening markets or expropriation. If the host country requires substantial 
severance for employees, reducing or closing operations can be expensive. 

Top management usually begins to pay more attention to global opportunities when 
over 15 per cent of revenues come from international markets. 63 

Complex decision making 

Network theory suggests that the internationalisation process is far more complex and 
less structured than the four stages described above. Findings from a recent study of 
five small Norwegian computer software firms suggest that network relationships affect 
which foreign entry forms firms choose and, to some extent, which markets they decide 
to enter. 64 There is also a lack of consistency in companies’ method of foreign market 
choice; companies look for competence, solidity and the ability to generate sales when 
searching for international partners, rather than a uniform structure for all countries. This 
study also found that a company may choose one entry form in one market and a different 
one in another, similar market, very much depending upon the options available in terms 
of their network relationships. A key challenge is to balance the allocation of resources 
between expanding the network through current relationships and a focus on establishing 
new relationships and customers. 

The study’s results illustrate the increasingly complex relationship between firms across 
national borders and supports the contention that the internationalisation process is driven 
by existing network relationships, often with major partners driving foreign market selec- 
tion and also providing the mechanism for market entry. 65 



Deciding which markets to enter 

In deciding to internationalise, the company’s marketing objectives and policies need to 
be defined. What ratio of international to total sales will it seek? Some companies start 
small when they venture abroad. Some plan to stay small; others have bigger plans. 

The marketing manager must decide how many countries to enter and how fast to 
expand. Typical entry strategies follow the waterfall approach: that is, gradually entering 
countries in sequence; or the sprinkler approach, namely entering many countries simul- 
taneously. Increasingly, firms - especially technology-intensive firms - are bom global and 
market to the entire world from the outset 66 

BMW, Benetton and The Body Shop followed the waterfall approach. It allows firms to 
plan expansion carefully and is less likely to strain human and financial resources. When 
first-mover advantage is crucial and a high degree of competitive intensity prevails, such 
as when Microsoft introduces a new version of Windows software, the sprinkler approach 
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is better. The sprinkler effect allows the company to enter all markets quickly, but the 
main risk is the substantial resources needed and the difficulty of planning entry strategies 
into many diverse markets at the same time. 

The marketing manager must also decide on which countries to consider. Their attrac- 
tiveness is influenced by the customer base, the product or service itself, and the geogra- 
phy, income, population and political climate of the countries involved. 

Evaluating potential markets 

Although the world is becoming flatter for globalised organisations, there is still some 
uniqueness among countries. However much nations and regions integrate their trading 
policies and standards, each nation still has unique features. A country’s readiness for dif- 
ferent products and services, and its attractiveness as a market, depend on its economic, 
political, legal and cultural environments. 

Suppose a marketing manager has assembled a list of potential markets to enter. How 
does it choose among them? Many companies prefer to market to neighbouring countries 
because they understand these countries better and can control their costs more effec- 
tively. It is not surprising that Germany’s largest trading partner is France, but it is inter- 
esting to note that its second largest trading partner is the United States. Germany’s other 
export partners are the United Kingdom (8.4 per cent), Italy (7.4 per cent), the Netherlands 
(6.2 per cent), Austria (5.3 per cent), Belgium (5.0 per cent), and Spain (4.9 per cent). 67 
The two largest US export markets are Canada and Mexico, while Swedish companies 
often choose their Scandinavian neighbours - Finland and Norway. 

At other times, psychic proximity determines choices. Many US firms prefer to sell 
in Canada, England and Australia - rather than in larger markets such as Germany and 
France — because they feel more comfortable with the language, laws and culture. Com- 
panies should be careful, however, in choosing markets according to cultural .si milar ities 
Besides overlooking potentially better markets, firms may perform superficial analysis of 
some very real differences among countries and adopt predictable marketing actions that 
put them at a disadvantage. 68 Understanding cultural differences is core for all markets, as 
the case of Disneyland Paris shows. 



Disneyland Paris 



How could a company like Disney get it so wrong when it expanded out of its domestic 
market in Florida, America to open in Paris, France? Disney overlooked European 
cultural issues when it first introduced EuroDisney - now called Disneyland Paris - to 
France. 



• It did not serve wine at lunch - expected by Europeans. 

• Lunch was served at 11.00 or 14.00, but Europeans like to eat at 13.00-13.30. 

• It asked staff not to wear jewellery or to have facial hair - both requirements which 
annoyed their European staff members. 

• It overlooked many customer holiday behaviours, preferences and needs. Disney assumed 
that European customers would plan a week s holiday to Disneyland and organised all its 
packages and promotion around this type of a visit. Unfortunately this did not align with 
what its customers wanted, which was a shorter three- or two-day visit which could be 
added on to their holiday. The company had to learn quickly and has redeveloped most of 
its marketing, including its service process design, staffing and pricing. Disneyland Paris 
now has more visitors than the Eiffel Tower. 



It often makes sense to operate in fewer countries, with a deeper commitment and 
penetration in each. In general, a company prefers to enter countries: (1) that rank high 
on market attractiveness; (2) that are low in market risk; and (3) in which it possesses a 
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The challenges of marketing 
management in Europe 

Europe is the world’s second-smallest continent by 
surface area, covering about 10,180,000 square kilo- 
metres or 2 per cent of the Earth’s surface and about 
6.8 per cent of its land area. The economy of Europe 
is currently the largest on Earth, and it is the richest 
region as measured by assets under management, 
with over €26 trillion compared to North America’s 
€19 trillion, representing one-third of the world’s 
wealth. 69 

Marketing managers must know and understand 
their market and customers. Within Europe, that means 
understanding 27 countries and over 20 official lan- 
guages. 70 Europe has a large variation of vyealth among 
its countries. The richer states tend to be* in the west, 
with many of the eastern European economies still 
emerging from years of stagnation and the collapse of 
the Soviet Union and Yugoslavia. All countries have been 
impacted to some extent by the recession and bank- 
ing crisis of 2008-11 and onwards, with the peripheral 
nations of Greece, Ireland and Portugal seeming to fare 
the worse. 

The multicultural aspects of contemporary Europe 
provide challenges for marketers. Marketing managers 
have to design marketing mix programmes that reflect 
these issues and address various unique national mar- 
kets within Europe. Companies marketing in Europe 
face 2,000 years of historical and cultural differences, 
and a daunting mass of local rules. Italians eat choco- 
late for breakfast, the French croissants, the Germans 
cheese and ham, the Polish chleb (bread) and an assort- 
ment of szin ki (cold meats), while the English often enjoy 
a fry-up with eggs, bacon, sausages and baked beans. A 
study found that people in Italy - a country where society 
is based more on personal contacts with consumers - 
were much less likely to accept self-service and auto- 
matic machines for customer contacts than people in 



northern Europe, where customers were more accept- 
ing of distance in the service process and welcome 
automated channels and self-service technologies. 71 

The EU creates an additional set of legal consider- 
ations for marketers. Essentially, firms are regulated 
by the EU and the member states in which they operate. 
From a marketing perspective, EU legislation aims to 
impose uniform quality, safety and operating practices 
in the marketing process. It is important for marketers 
to be familiar with the decision-making processes in the 
EU and the different categories of legislation. EU law 
can affect marketers in many ways, including market 
research, planning, product and service strategy, pro- 
motion and pricing among others. For example, Sweden 
and Norway do not permit any television advertising to 
be directed towards children under 12 and no advertise- 
ments at all are allowed during children’s programmes. 
Austria does not permit advertising during children’s 
programmes, and in the Flemish region of Belgium, no 
advertising is permitted five minutes before or after pro- 
grammes for children. Sponsorship of children’s pro- 
grammes is not permitted in Denmark, Finland, Norway 
and Sweden, while in Germany and the Netherlands, 
although it is legal, it is not used in practice. The UK 
has the highest level of advertising to children, with no 
restrictions. 72 

Before engaging in strategic marketing planning, 
companies must examine the relevant EU policy. The 
EU has restrictions in relation to competition law, 
personal data, research and segmentation, product 
liability and product safety, metric labelling, promo- 
tion and communication, including online and web 
standards, as well as regulations relating to distri- 
bution and pricing. 73 Marketers may unintentionally 
create marketing plans that run counter to legal and 
ethical standards. The high cost of failing to comply 
with competition law was evident when Dutch brewers 
Heineken, Grolsch and Bavaria were fined €273 mil- 
lion by the European Union for operating a beer cartel 
in Holland. 74 



competitive advantage. Many European companies trade within the European Union, as 
described in the marketing insight box above. 



Deciding on the marketing mix programme 

Marketing managers must decide how much to adapt their marketing strategy to local 
conditions. 75 At one extreme are marketing managers who use a globally standardised 
marketing mix worldwide. Standardisation of all marketing mix activities, including the 
product/service design, communication and distribution channels, promises the lowest 
costs. International fashion designers standardise their offering, with brands like Gucci 
and Chanel available around the globe - luxurious and fashionable to many, but they lack 
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Table 2.3 The differences between global and glocal marketing 



Global marketing 


Glocal marketing 


Strategic level 


Strategic, tactical and operative levels 


Wider scope 


Wide/narrow scope 


Standardisation 


Standardisation/adaptation 


Homogenisation 


Homogenisation/tailoring 


Similarities 


Similarities/differences 


Concentration 


Concentration/diffusion 


Dependence 


Dependence/independence 


Synchronisation 


Synchronisation/flexibility 


Integration 


Integration/separation 

# 



Source: G. Svensson (2002) Beyond global marketing and the globalization of marketing activities, 
Management Decision, 40(6], 574-83. Copyright © Emerald Publishing Group Ltd. Reproduced with 
permission. 



any connection to community or individual expression. They are found in every high-end 
shopping centre and airport in the world - manufactured in large, industrial factories. 

At the other extreme is an adapted marketing mix , where consumer needs are different 
and therefore the marketing mix activities need to be tailored to each target group. When 
both forces prevail to some extent, a glocal strategy that standardises certain elements and 
localises others can be the way to go. As this is often the case, many marketers seek a 
blend of centralised global control from corporate headquarters with input from local and 
regional marketers. Glocal marketing recognises that there often needs to be a balance 
between local and global marketing activities - this is the concept of thinking globally 
and acting locally. Glocal marketing understands the conflicting desires of consumers for 
products and services of a global quality but which reflect local lifestyles - which have a 
local soul’. 76 Table 2.3 summarises some pros and cons of standardising versus glocalis- 
ation of the marketing mix programme. 

The development of the World Wide Web, the rapid spread of cable and satellite TV 
around the world, and the global linking of telecommunications networks have led to a 
convergence of lifestyles. Increasingly, common needs and wants have created global mar- 
kets for standardised products and services, particularly among the young middle class. 

However, although many companies have tried to launch their version of a world 
product or service, most products or services require at least some adaptation. Toyota’s 
Corolla car model exhibits some differences in styling across its markets. For example, its 
European models were sold as the Corolla GT with DOHC engines and fixed Levin-style 
headlights. The Middle East received the same basic model as the North American market, 
with pop-up headlights and the regulated 3 mph (8 km/h) bumpers. Even Coca-Cola is 
sweeter or less carbonated in certain countries. 

Managing in developing markets 

One of the sharpest distinctions in global marketing is between developed and developing 
or less mature markets such as Brazil, Russia, India and China (BRIC countries) along with 
Indonesia and South Africa. 77 Many market leaders rely on developing markets to fuel 
their growth, and must look to these markets for development potential, see marketing 
insight on the next page. 
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Spotlight on key developing 
markets 

Brazil 

The vast majority of people in Latin America have lit- 
tle money to spend. According to the World Bank, 25 
per cent live on less than €1.40 a day, and many mil- 
lions more earn only a few hundred euros a month. In 
Brazil, the region’s biggest market and the twelfth larg- 
est economy in the world, low-income groups make up 
87 per cent of the population, but earn only 53 per cent 
of the income. Marketers in/the region are finding inno- 
vative ways to sell products and services to these poor 
and low-income residents. 

Nestle Brazil saw sales of Bono cookies jump 40 per 
cent after it shrank the package from 200 grams to 140 
grams while lowering the price. Recognising that illit- 
eracy is a problem, Unilever launched a brand of soap 
in north-east Brazil with the simple name, ‘Ala’. Bra- 
zilian firms that have succeeded internationally include 
brewer and beverage producer AmBev, which merged 
with Interbrew to form InBev; aircraft manufacturer 
Embraer; national airline Varig and sandal maker Hava- 
ianas. The world famous Rio Carnival and world cham- 
pion football team have helped create an image of fun 
and physical fitness for Brazil. 

Brazil has already experienced some ‘go-go’ growth 
years in the 1960s and 1970s, when it was the world's 
second-fastest-growing large economy. It also differs 
from other emerging markets in being a full-blown 
democracy, unlike Russia and China, and it has no seri- 
ous disputes with neighbours, unlike India. But Brazil's 
growth in recent years has been slower, and a number 
of obstacles exist that are popularly called custo Brasil 
(the cost of Brazil). For example, the cost of transport- 
ing products eats up nearly 13 per cent of Brazil’s GDP, 
5 percentage points more than in the United States. 
Most observers see Brazil’s economic, social and politi- 
cal transformation as still a work in progress. 

Russia 

There has befen an increase in western companies set- 
ting up in Russia, including Dutch brewer Heineken, 
Swedish retailer IKEA, US banker Citibank and more 
than a dozen car manufacturers. Theirtarget is Russia’s 
growing middle class, which now accounts for over one- 
third of the population. 

However, the average Russian earns €208 a month, 
about 10 per cent of the European average, and only a 
third own cars. Many elderly Russians feel they have 
been left behind, as do those who live far from the 
capital, Moscow. Concerns about the business climate 
remain. Although the economy has produced 7 per cent 



annual growth in GDP, the Organisation for Economic 
Cooperation and Development (OECD) cautions that 
economic reforms have been stagnant, and ranks Rus- 
sia as one of the most corrupt countries in the world. 
Many feel that the government has been unpredictable 
and sometimes difficult to work with. 

Motorola’s experience in Russia is instructive. A total 
of 167,500 Motorola handsets were seized on arrival at 
Moscow airport, alleged to be smuggled and counterfeit, 
to violate a Russian patent, and to be a danger to public 
health. Around 50,000 were supposedly destroyed by the 
interior ministry, though some were later said to have 
turned up on the black market. Eventually most of the 
handsets were returned, but perhaps more telling was 
Motorola's reaction. With Russia being the company's 
third-biggest handset market in the world (behind the 
United States and China), Motorola takes a fairly san- 
guine attitude to the ups and downs inherent in doing 
business there and plans to stay the course. 

India 

Following market-based economic reforms in 1991, 
India has become one of the fastest-growing major 
economies, and is considered a newly industrialised 
country. According to a 2011 PwC report, India's GDP 
will overtake that of Japan during 2011 and that of the 
United States by 2045. 78 Moreover, during the next four 
decades, India's economy is expected to grow at an 
average of 8 per cent, making the nation potentially the 
world’s fastest-growing major economy until 2050. The 
report also highlights some of the key factors behind 
the country’s high economic growth - a young and rap- 
idly growing working-age population; the growth of the 
manufacturing sector due to rising levels of education 
and engineering skills; and sustained growth of the con- 
sumer market due to a rapidly growing middle class. 

The Indian economy is the world’s tenth largest 
economy by nominal GDP and fourth largest economy 
by purchasing power parity. However, it continues to 
face the challenges of poverty, illiteracy, corruption and 
inadequate public health. A nuclear weapons state and 
a regional power, it has the third-largest standing army 
in the world, and ranks tenth in military expenditure 
among nations. 

India’s recent growth rate has been as explosive as 
its neighbour China’s. Reforms in the early 1990s that 
significantly lowered barriers to trade and liberalised 
capital markets have brought booming investment and 
consumption. But it is not all about demand. With its 
large numbers of low-cost, high-IQ, English-speaking 
employees, India is snapping up programming and 
call centre jobs once held by other workers in a wave 
of outsourcing that shows no signs of stopping. With 
467 million workers, India has the world's second 

O 
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largest labour force. The service sector makes up 54 
per cent of the country’s GDP, the agricultural sector 28 
per cent, and the industrial sector 18 per cent. 79 

While India's ascent inevitably means lost jobs for 
white-collar workers, it also means a larger market for 
western goods - and pain for traditional Indian families. 
Along with training in accents and geography, India’s 
legions of call centre employees are absorbing new 
ideas about family, material possessions and romance, 
and questioning conservative traditions. They want to 
watch Hollywood movies, listen to western music, chat 
on mobile phones, buy on credit rather than save, and 
eat in restaurants or cafes. They are being targeted 
relentlessly by companies that have waited to see India 
develop a western-style consumer class. 

India still struggles with poor infrastructure and 
highly restrictive labour laws. Its retail channel struc- 
ture, although improving, still lags. The quality of public 
services - education, health, provision of water - is also 
often lacking. But all these obstacles have not prevented 
global firms such as Mittal, Reliance, Tata, WiPro and 
Infosys from achieving varying degrees of international 
success. 

China 

In 2011, China overtook Japan as the world’s second- 
biggest economy. 80 'It’s realistic to say that within ten 
years China will be roughly the same size as the US 
economy,' said Tom Miller of GK Dragonomics, a Beijing- 
based economic consultancy. 81 The reality of life for many 
Chinese can tell a different story. ‘Most people in China 
are still poor, more people live in the countryside than in 
cities,’ added Mr Miller. ‘The average Japanese person 
is much much richer than the average Chinese person.’ 

China’s 1.3 billion people have marketers scram- 
bling to gain a foothold there, and competition has been 
heating up between domestic and international firms. 
However, initial gains in the Chinese market did not 
necessarily spell long-term success for many inter- 
national firms. After investing to establish the markets, 
foreign pioneers in television sets and motorcycles saw 
domestic Chinese firms emerge as rivals. In the 1990s, 
virtually all mobile phones in China were made by global 
giants Nokia, Motorola and Ericsson. Within ten years, 
their market share had dropped to 60 per cent. China’s 
membership of the World Trade Organization has eased 
manufacturing and investment rules, and modernised 
retail and logistics industries. Greater competition in 
pricing, products and channels has resulted. 

Selling in China means going beyond the big cities to 
the 700 million potential consumers who live in small 
villages, towns and cities in the rural interior. About 
half of potential PC buyers live outside major cities; 
only one-third of overall retail revenues come from 



China’s 24 largest cities. Rural consumers can be chal- 
lenging, though, as they have lower incomes, are less 
sophisticated buyers, and often cling to local cultural 
and buying habits, while China's emerging middle class 
consists of more active and more discerning consumers 
who demand higher-quality products. 

South Africa 

One of the toughest places in the world to do business 
is Africa. According to the World Bank, of the 35 least 
business-friendly countries, 27 are in sub-Saharan 
Africa. Sierra Leone imposes harsh taxes; in the Demo- 
cratic Republic of Congo, registering a business takes 
155 days and costs almost five times the average Con- 
golese's annual income of €75; and in Angola, enforc- 
ing a contract takes over 1,000 days. To avoid all the 
government red tape and restrictions, 42 per cent of the 
region’s economy is informal, the highest proportion in 
the world. Bad roads - if there are roads at all - a lack 
of reliable electricity and volatile currency fluctuations 
add to the logistical and financial challenges. War, fam- 
ine, AIDS and disaster are even more significant human 
difficulties. 

But some successful businesses are emerging, 
especially in banking, retailing and mobile telephones, 
and many are using South Africa as a launch pad. 
Although many Africans are poor, they will still pay for 
what they need. Mobile phone operator Celtel invested 
in rural services by introducing the Me2U service, 
by which callers could send airtime credit to other 
mobile phones. Because most Africans don't have bank 
accounts, it has become a convenient and cheap way to 
transfer money, even replacing cash in some villages. 
South Africa’s MTN, the largest mobile phone opera- 
tor in the region, built its own microwave transmission 
backbone and power supplies in Nigeria, and the first 
solar payphone in Lake Victoria, Uganda. South Africa’s 
Net 1 has built a customer base of 3.6 million accounts 
by issuing free smart cards to indigent people who have 
no bank accounts or credit cards, taking tiny percent- 
ages of their transactions for revenue. 

The payoff for companies willing to deal with the com- 
plications and risk associated with doing business in 
Africa is often large margins and a lack of competition. 
SABMiller, the world’s second-largest brewer, enjoys 
its best operating margins (over 42 per cent) in Africa. 
Local knowledge is key, and South African companies 
are well placed to take advantage of opportunities. 
Finding a local partner can help in terms of expertise 
and contacts. SABMiller’s African operations are joint 
ventures with locals, some of them government. 

In 2011, South Africa’s jobless rate, the highest of 
61 countries tracked by Bloomberg, increased to 25 per 
cent in the first quarter as Africa's biggest economy 
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failed to create employment for new job-seekers. The 
number of people in work fell by 14,000 to 13.1m. While 
economic growth has picked up, reaching an annualised 
4.4 per cent, that was not sufficient to create jobs for 
school-leavers seeking employment for the first time. 82 



Sources: Brazil: A. Regalado (2007) Marketers pursue the 
shallow-pocketed, Watt Street Journal, 26 January; Land of 
promise, The Economist, 12 April 2007; M. Campanelli (2006) 
Marketing to Latin America? Think Brazil, DMNEWS, 20 June. 
Russia: J. Bush (2006) Russia: how long can the fun last?, 
BusinessWeek, 18 December, pp. 50-1; Dancing with the bear, 
The Economist, 3 February 2007, pp. 63-4. India: M. Kripalani 
and P. Engardio (2003) The rise of India, BusinessWeek, 

8 December, pp. 66-76; J. Slater (2004) Call of the west, Wall 
Street Journal, 2 January, A1; India on fire, The Economist, 

3 February 2007, pp. 69-71. China: D. Roberts (2007) Cadillac 



floors it in China, BusinessWeek, 4 June, p. 52; B. Einhorn (2007) 
Grudge match in China, BusinessWeek, 2 April, pp. 42-3; 

R. Flannery (2007) Watch your back, Forbes, 23 April, pp. 104-5; 
D. Roberts (2007) Cautious consumers, BusinessWeek, 30 
April, pp. 32-4; S.-H. Park and W. R. Vanhonacker (2007) The 
challenge for multinational corporations in China: think local, 
act global, MIT Sloan Management Review, May; D. Roberts 
(2007) Scrambling to bring crest to the masses, BusinessWeek, 
25 June, pp. 72-3; BBC (2011) China overtakes Japan as 
world’s second-biggest economy, www.bbc.co.uk/news/ 
business-12427321. South Africa: The flicker of a brighter future, 
The Economist, 9 September 2006, pp. 60-2; H. Coster (2006) 
Great expectations, Forbes, 12 February, pp. 56-8; Going global, 
The Economist, 15 July 2006, pp. 59-60; Akanksha Awal (2011) 
South African jobless rate increases to 25%, Financial Times, 

4 May, http://blogs.ft.com/beyond-brics/2011/05/04/london- 
headlines-244/. 



The unmet needs of the emerging or developing world represent huge potential mar- 
kets for food, clothing, shelter, consumer electronics, appliances, and many other products 
and services. Eight out of ten people in the world now live in developing countries, a 
number that will increase to nine in less than 20 years. This so-called ‘Bottom of the Pyra- 
mid’ includes more than 4 billion people, or about 60 per cent of the world’s population. 
Many of these people have only about €1.40 a day in disposable income, but their sheer 
numbers translate into immense purchasing power, especially for the food industry, but 
also in new markets like health and beauty as the case of Nivea shows. 



Nivea ###11 I 

Sales of men’s health and beauty merchandise in China were set to overtake those in North 
America in 201 1 and will probably grow about five times faster until 2014. Rising incomes, 
the growing popularity of magazines such as the Chinese editions of Esquire and GQ, and 
the desire to find a competitive edge at work are driving demand for men’s skin-care 
products. Beiersdorf, the Hamburg-based cosmetics company that owns the Nivea brand, 
routinely undertakes market research in China to tap this and other markets. 83 Peter 
Kleinschmidt, a member of the executive board of Nivea, is convinced that ‘Asia, as well as 
eastern Europe and South America, are among the most important engines of economic 
growth.’ 84 In 2010, Beiersdorf said that the rapid increase in demand for its beauty prod- 
ucts really helped its profits. The company opened a new factory near Shanghai in 2009, 
producing over 12,500 tons of personal care products. The German company also plans 
to move into the Asian hair care market and recently spent €270 million to acquire an 85 
per cent stake in China’s second-largest manufacturer of hair care products. ‘It would be 
a sign of western arrogance to assume that consumers in China or Brazil have been wait- 
ing for generations to finally be blessed with our German products,’ says Kleinschmidt. He 
speaks from experience. In Korea, for instance, Beiersdorf’s attempt to introduce a face 
care product based on a western formula was a failure. It contained rice and lotus ingre- 
dients, a big seller in Germany, where it is marketed as one of the secrets of Asian beauty, 
but it was met with derision by Asian focus groups. 
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Many market-leading 
firms are relying on 
developing markets to 
fuel their future growth. 
Fiat, for example, sells 
its Palio car only in 
developing countries 
such as India. 

Source: Fiat Group. 




Developed nations and the prosperous parts of developing nations account for about 
20 per cent of the world’s population. Can marketers serve the other 80 per cent, which 
has much less purchasing power, and living conditions ranging from mild deprivation to 
severe deficiency? 85 This imbalance is likely to get worse, as more than 90 per cent of 
future population growth is projected to occur in the less developed countries. 

Successfully entering developing markets requires a special set of skills and plans - 
see the marketing insight box. Consider how the following companies pioneered ways to 
serve these ‘invisible’ consumers: 86 

• The Fiat Palio is a supermini designed by the Italian car manufacturer Fiat. Fiat developed 
this ‘world’ car as a low-cost, low-specification car for consumers in developing nations. 

• Colgate-Palmolive tours Indian villages with video vans that show the benefits of teeth 
brushing. 

• In India, German consumer products maker Henkel sells miniature packages of its ‘Pril’ 
dishwashing detergent for 1 rupee apiece, or a little less than 2 cents. 87 

• Another innovation is the Nokia Cl, a mobile phone that, though lacking complex 
functions, contains a built-in flashlight — a valuable feature in countries where power 
outages are a daily occurrence - and a back-up battery that can last six weeks 88 

• Nokia has developed a mobile phone with a dust-resistant keypad for the Indian 
market. 

• Africa is now generating €3bn of sales for Nestle. Fritz van Dijk, who is in charge of 
emerging markets, says that the Swiss group is always adapting to local tastes, such 
as adding honey and ginger to Nescafe in sub-Saharan countries. 89 In Ghana, Nestle 
sells shrimp-flavoured instant soup cubes for 2 cents apiece, while other seasoning 
cubes have been reformulated to suit African palates. According to Nestle, the flavour 
of fermented beans is in great demand in African countries. 

These marketers capitalise on the potential of developing markets by changing their 
conventional marketing practices. 90 Marketing in developing areas cannot be ‘business as 
usual’. Economic and cultural differences abound; a business infrastructure may barely 
exist; and local competition can be surprisingly stiff 91 In China, PC maker Lenovo, mobile 
phone provider TCL and appliance manufacturer Haier have thrived despite strong for- 
eign competition. Besides their detailed understanding of Chinese tastes, these companies 
have vast distribution networks, especially in rural areas. Competition is also growing 
from other developing markets. China has exported cars to Africa, south-east Asia and the 
Middle East. Tata of India, Cemex of Mexico and Petronas of Malaysia have emerged from 
developing markets to become strong multinationals, selling in many countries. 92 
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Marketing insight 




Mobile banking in Africa 

Millions of Africans are using mobile phones to pay 
bills, move cash and buy basic everyday items. It has 
been estimated that there are a billion people around 
the world who lack a bank account but own a mobile. 
Africa has the fastest-growing mobile phone market in 
the world and most of the operators are local firms. In 
countries like South Africa, for example, mobile phones 
outnumber fixed lines by eight to one. In Kenya there 
were just 15,000 handsets in use a decade ago. Now 
that number tops 1 5 million, compared to only 500 bank 
branches. Setting up a phone bank account is straight- 
forward: the customer registers with an approved 



agent, who provides an ID card, and deposits money into 
the account. It can be used for everything from beer to 
cattle - one Masai farmer told the BBC that when he 
sells cows in Nairobi, he puts the money on his phone 
to ensure that robbers cannot get his cash. A Kenyan 
woman said she uses the technology to transfer money 
from her phone to that of her parents, while a Nairobi 
businessman found it was handy for settling customer 
accounts. The BBC has a video clip at http://news.bbc. 
co. uk/2/hi/81 94241 .stm. 



Source: Based on L. Greenwood (2009) Africa's mobile banking 
revolution, 19 August, BBC News. 



Consumers in emerging markets buy thiir products from tiny bodegas, stalls, kiosks 
and small shops not much bigger than a closet, which Procter & Gamble calls ‘high- 
frequency stores’. Smaller packaging and lower sales prices are often critical when incomes 
and housing space are limited. Unilever’s 4-cent sachets of detergent and shampoo have 
been a big hit in rural India, where 70 per cent of the country’s population still lives. When 
Coca-Cola moved to a smaller, 200 ml bottle in India, selling it for 10-12 cents in small 
shops, bus stop stalls and roadside eateries, sales jumped. The French food company 
Danone has had great success in the Chinese market. 



[ Breakthrough marketing 



Danone 

Twice a week after work, Senegalese webmaster Demba 
Gueye treats himself to a snack: a 1 0-cent tube of Dolima 
drinkable yogurt. It is a splurge considering his €2-a-day 
food budget, and the 50-gram sachets are 'teeny’. But 
the 25-year-old says they are delicious. Tm crazy about 
it,' he says. The yogurt is an attempt by French food com- 
pany Danone SA to fill a worrying gap in its business. 
Danone has become one of the world’s fastest-growing 
food companies thanks to its high-end healthy products, 
such as Danone yogurt, Badoit and Evian water and 
Bledina baby food. But momentum is slowing in the com- 
pany's traditional, rich-world markets in North America 
and western Europe. Danone is among a vanguard of 
western multinationals staking much of their future on 
the world’s poor. Last year, 42 per cent of its sales were 
from emerging markets - up from just 6 per cent ten 
years ago. Danone aims to reach one billion customers 
a month by 2013, up from 700 million today. Digging 



deeper, the company is now trying to target customers 
who live on euro-a-day food budgets. Dolima, launched 
last November, sells at a rate of more than 30,000 tubes 
per month, with sales rising at an average monthly 
rate of 10 per cent. In Indonesia, Danone is targeting 
10-cent drinkable yogurts at the poor; in Mexico, it has 
15-cent cups of water. ‘The objective is to do business, 
not just with the top of the pyramid,’ says chief executive 
Franck Riboud. Other giants of consumer goods, from 
mobile phones to shampoo, are pursuing variations of 
this strategy. German sportswear maker Adidas AG is 
experimenting with a €1 trainer for barefoot Bangla- 
deshis. Paris-based L’Oreal sells sample-sized sachets 
of shampoo and face cream in India for a few cents. 
These companies tread on delicate territory. They must 
grapple with the fact that their potential customers, 
while numerous, have extremely limited budgets. 



Source: Christina Passaviello (2010) Danone expands its pantry 
to woo the world's poor, Wall Street Journal, 30 June. 



The challenge is to think creatively about how marketing can fulfil the dreams of most 
of the world’s population for a better standard of living. 
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SUMMARY 



1 Management is a process that involves the major 
functions of planning, organising, leading and control- 
ling resources in order to achieve goals. 

2 Planning establishes the direction of the organis- 
ation. Organising divides organisational activities 
among work groups, allocates the people required 
to achieve tasks, and coordinates results. Leading 
motivates employees to achieve organisational goals. 
Control measures and evaluates organisational 
performances. 

3 Marketing managers need five unique skills: man- 
aging across organisations; managing networks, 
relationships and interaction; information manage- 
ment; understanding and managing change; analytical 
and creative skills. 

4 Marketers need to overview the core network of 
relationships that the firm has and to manage them 
for maximum benefit to all. 



5 Marketing is not a task undertaken only by the mar- 
keting department. Marketing is managed through 
other functions and needs to affect every aspect of the 
company’s operations and the customer experience. 

6 In deciding to go abroad, a company needs to define 
its global marketing objectives and policies, and 
decide which markets to enter. Countries should be 
rated on three criteria: market attractiveness, risk 
and competitive advantage. 

7 Once a company decides on a particular country, it 
must determine the best mode of entry. Its broad 
choices are indirect exporting, direct exporting, 
licensing, joint ventures and direct investment. Each 
succeeding strategy involves more commitment, risk, 
control and profit potential. 

8 The developing world provides unique opportunities but 
also challenges for marketing managers, who must be 
aware of and cater to local needs and low incomes. 



APPLICATIONS 




Marketing debate 


Marketing discussion 


Marketing managers need to have unique skills versus 
Marketing managers need to have the same skills as other 
managers. 


Global marketing produces unique management chal- 
lenges. Critically evaluate the challenges of marketing glo- 
bally and specifically in the developing world. 


FURTHER READING 




Peter C. Verhoef and Peter S. H. Leeflang (2009) Under- 
standing the marketing department’s influence within the 
firm, Journal of Marketing, 73(2), 14-37. 

These authors from the University of Groningen in the 
Netherlands study the influence of the marketing depart- 
ment within firms. The study investigates such influence 
and assesses its determinants and consequences. The 
results show that the accountability and innovativeness 
of the marketing department represent the two major 


drivers of its influence. This influence is related positively 
to market orientation, which in turn is related positively to 
firm performance. The study suggests that having a mar- 
ket orientation or marketing philosophy means that the 
firm performs better, is more profitable and the marketing 
department is more influential. A key implication is that 
marketers should become more accountable and innova- 
tive to gain more influence. 
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Chapter 3 

Developing marketing 
strategies and plans 



Siemens AG is a leading energy company focused on a growth strategy. 
Source: Courtesy of Siemens AG/Agency: Publicis-Munchen. 



J IN THIS CHAPTER, WE WILL 

^ ADDRESS THE FOLLOWING 
QUESTIONS: 

1 How does marketing affect 
customer-perceived value? 

2 How is corporate and divisional 
strategic planning conducted? 

3 How is business unit strategic 
planning carried out? 

4 What is involved in developing a 
marketing plan? 




CHAPTER JOURNEY 



Marketing and 
customer 
value 



Corporate and 
divisional strategic 
planning 





M arketing strategies and plans that can guide marketing activities are key 
activities of the management process. Developing the right marketing 
strategy over time requires a blend of discipline and flexibility. Firms must 
adopt a strategy and constantly seek new ways to improve it. The main task of mar- 
keting is to develop strategies that deliver customer-perceived value. 

A highly successful business-to-business marketer, Siemens, for instance, must 
continually design and implement marketing activities at many levels and for many 
business units of the organisation. 

Siemens AG (Berlin and Munich) is a global powerhouse in electronics and elec- 
trical engineering, operating in the industry, energy and healthcare sectors. For 
over 160 years, Siemens has stood for technological excellence, innovation, qual- 
ity, reliability and internationality. The company is the world's largest provider of 
environmental technologies, generating some €28 billion - more than one-third 
of its total revenue - from green products and solutions. In the tax year ending 
30 September 2010, its revenue totalled €76 billion and its net income €4.1 billion. 
At that time, Siemens had around 405,000 employees worldwide. 1 

This chapter begins by examining the main strategic marketing implications in 
creating customer-perceived value. This is followed by a review of the relationship 
between corporate strategy and divisional marketing strategy. Once the divisional 
marketing strategy has been set, it is up to marketers in the operating parts or 
business units to develop marketing plans that will be both effective (in that they 
deliver the right customer-perceived value) and efficient in terms of resources. 
The chapter ends with some advice on how to draw up a formal marketing plan 
that is keyed into the architecture of the book. 



Business unit 
# strategic 
planning 



The nature and 
content of a 
marketing 
plan 
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Marketing and customer-perceived value 

Many in the United States, with notable exceptions, have tended to view marketing from 
a product-oriented and transactional standpoint. In Europe, practitioners have traditionally 
tended to place a greater emphasis on customer relationship concepts (see Chapter 1). 
Both viewpoints in basic economics terms emphasise the importance of satisfying cus- 
tomers’ needs and wants. The UK’s Chartered Institute of Marketing (CIM) defines marketing 
as The management process of anticipating, identifying and satisfying customer require- 
ments profitably’. In the highly competitive European buyers’ markets of today, the task 
of any business is to form lasting relationships with customers by delivering customer- 
perceived value at a profit (see Chapter 11). In hyper-competitive economies, following 
the paradigm change from supply-dominated markets (where demand exceeds supply) 
to buyer-dominated markets (where supply exceeds demand), marketers are challenged 
with the task of positively differentiating their business activities in the eyes of increasingly 
rational buyers faced with an abundant choice of providers. Companies succeed by fine 
tuning the customer-perceived value-delivery process (see Chapter 11). 



Business environment paradigm change 

The main consequences for organisations of the transition from sellers’ to buyers’ markets 
include the following: 

• There is competition that really bites. 

• Customers usually demand more (perceived-value) for their money. 

• Customers have a choice of possible providers. 

• A transformation occurs in the concept of value, which is now heavily influenced by 
buyers who demand that providers meet their perceived-value expectations. 

• Customers really do become the true focus of business activities. 

• Customer relationship management assumes vital importance; 

• Traditional separate ‘product’ and ‘service’ approaches to marketing activity need to 
be replaced by a value-dominant logic that combines ‘product’ and ‘service’ attributes/ 
benefits to develop successful customer-perceived value offerings. 

• Markets fragment into segments that appeal to customers who have distinct perceived- 
k value requirements. 

In sellers’ markets (Figure 3.1) companies strive to increase the volume of goods and 
services supplied and to reduce costs as much as possible. This has been termed the least- 
cost production paradigm or the pursuit of efficiency. This understanding of the business 
process, however, will not be as successful in buyers’ markets. Wise competitors seek to 
be effective by discovering through market research what customers value and then using 
their resources as efficiently as possible to supply it. Sensible competitors acknowledge 
the need to deliver customer-perceived value successfully. This realisation inspired a 
new view of business processes, which places marketing at the beginning of corporate 
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Figure 3,1 Paradigm change from sellers’ to buyers' markets 
Source: M. R. V. Goodman, Durham University. 
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planning. Instead of emphasising making and selling, companies now see themselves as 
part of a process that delivers personalised customer-perceived value market offerings. 



The value delivery process 

A common view of marketing is that a firm makes something and then sells it. In this 
view, marketing takes place in the second sequence of the process. Companies that hold 
this belief have the best chance of succeeding in economies marked by goods shortages 
(sellers’ markets), where consumers are not fussy about quality, features or style. 

As Figure 3.2 shows, the value delivery process involves four sequences. The first 
sequence, discovering the required value (see Parts 1, 2 and 3 of this text), represents the 
research that marketing must do before any marketable value offering exists. Marketing 
practitioners segment the market, select the appropriate target market, and develop their 
offering’s customer-perceived value positioning (see Chapter 10). Market customisation, 
i.e. segmentation, targeting and positioning (STP), is the essence of strategic marketing. 
Once the business unit has discovered the customer-perceived value (see Chapter 11), 
the second sequence involves developing a suitable customer offering (see Parts 4 and 
3 of this text). Marketers put together a package of specific product and service ben- 
efits at appropriate price levels. The third sequence concerns successfully delivering the 
customer-perceived value packages (see Part 6 of this text). The final sequence is about 
successfully communicating the value offerings to targeted customers (see Part 7 of this 
text). As buyers’ markets are highly competitive, these sequences need to be repeated 
continuously if a company is to achieve a lasting market advantage. In this sense the 
sequences resemble the action that occurs in a four-cylinder car engine. 

Following nearly two generations of sellers’ markets, businesses have suddenly become 
exposed to buyers’ markets. The stable conditions of sellers’ markets (unsaturated mar- 
kets) have given way to the challenging conditions posed by rampant buyers' markets. 



Sequence 3 



Delivering 
the value 




Sequence 2 
Developing a 
suitable customer 
offering 



Part 



Text Part 



Sequence 4 
Communicating 
the value 



Text Part 



Sequence 1 



Discovering the 
required value 



,9-22 Own* 



Figure 3.2 Repetitive sequences of the value delivery process 
Source: M. R. V. Goodman, Durham University. 
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Nike ••••# 

Critics of Nike often complain that its shoes cost almost nothing to make, yet cost the 
customer so much. True, the raw materials and manufacturing costs of training shoes 
are relatively cheap, but marketing them to the consumer is expensive. Materials, 
labour, shipping, equipment, import duties and suppliers’ costs are less than €25 a pair. 
Compensating the sales team, distributors, administration and endorsers, as well as paying 
for advertising and R & D, adds €15 or so to Nike s total. Nike sells to retailers to make a 
profit of, say, €7. The retailer therefore pays roughly €47 to put a pair of Nikes on the shelf. 
When we factor in the retailer’s overhead (typically €30, covering human resources, lease 
and equipment), along with a €1 0 profit, the shoes cost the customer over €80. 



London Business School s Nirmalya Kumar has set forth a ‘3Vs’ approach to marketing: 

1 define the value segment or customers (and their needs); 

2 define the value proposition; and 

3 define the value network that will deliver the promised service. 2 
Webster views marketing in terms of: 

1 value-defining processes such as market research and company self-analysis; 

2 value-developing processes, including new product development, sourcing strategy and 
vendor selection; and 

3 value-delivering processes such as advertising and managing distribution. 3 

Gale 4 sees marketing as a business process that identifies and delivers high levels of 
market-perceived value, which he defines as market-perceived quality relative to market- 
perceived price. Kotler is in agreement with this view but refers to it as customer-perceived 
value. Marketing is ultimately about firms successfully answering the question: why should 
customers buy from them? 

The value chain 

Porter has proposed the value chain as a tool for identifying ways to create more customer- 
perceived value (see Figure 3. 3). 5 According to this model, every firm is a synthesis of 



Support 

activities 




Figure 3.3 The generic value chain 

Source: Adapted with the permission of Free Press, a Division of Simon & Schuster, Inc., from Competitive 
Advantage: Creating and Sustaining Superior Performance by Michael E. Porter Copyriqht © 1985 1998 bv 
Michael E. Porter. ’ 
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activities performed to design, produce, market, deliver and support its final market offer- 
ing. The value chain identifies nine strategically relevant activities - five primary and four 
support activities - that create value and cost in a specific business. 

The primary activities consist of inbound and outbound logistics. Inbound logistics 
refers to bringing materials into the business’s operations and converting them into final 
saleable products and operations. Outbound logistics include shipping out final prod- 
ucts, marketing them, and sales and servicing support activities. The support activities 
- procurement, technology development, human resource management and firm infra- 
structure - are handled in specialised departments. The firm’s infrastructure covers the 
costs of general management, planning, finance, accounting, legal and government affairs. 

The firm’s task, whether large or small, is to examine its costs and performance in each 
value-creating activity and seek ways to make improvements. Managers should estimate 
their competitors’ costs and performances as benchmarks against which to compare their 
own costs and performance. Additionally, they should go further and study the ‘best prac- 
tice’ as exhibited by the world’s best companies. 6 



Having become the leading automotive manufacturer in the world and on the eve of 
its 70th year, Toyota unveiled its Global Vision 2020 in November 2007. The announced 
investment plan revealed Toyota’s intention to invest heavily in cutting-edge technologies 
and to continue its policy of making its value chain ever more effective and efficient. Toyota 
has become an iconic manager of the modern keiretsu - a network of mutually supportive 
companies. The company’s keiretsu, which comprises group companies, several large 
component manufacturers and many hundreds of smaller suppliers, sustains a relation- 
ship that would be hard to match elsewhere. The keiretsu corporate family creates an 
environment of trust that acts as a dynamic driver for constantly improving the value chain. 
Toyota continues to enjoy a strong sales performance in Europe. 7 



i 

-* 

Toyota 



The firm’s success depends not only on how well each functional department performs 
its work, but also on how well the company coordinates departmental activities to conduct 
core business processes . 8 These core business processes include: 

• The market sensing process: all the activities in gathering market intelligence, dissemi- 
nating it within the organisation, and acting on the information. 

• The new market offering realisation process: all the activities in researching, developing 
and launching new high-quality offerings quickly and within budget. 

• The customer acquisition process: all the activities in defining target markets and pros- 
pecting for new customers. 

• The customer relationship management process: all the activities in building deeper 
understanding, relationships and market offerings targeted at individual customers. 

• The fulfilment management process: all the activities in receiving and approving orders, 
shipping on time and collecting payment. 

Strong companies are re-engineering their work flows and building cross-functional 
teams to be responsible for each process. 9 At Xerox, a Customer Operations Group links 
sales, shipping, installation, service and billing so that these activities flow smoothly 
into one another. Winning companies are those that excel at managing core business 
processes through cross-functional teams. 3M’s Technical Training organisation 10 has made 
cross-functional team working a part of its training curriculum for professional/technical 
employees involved in new product development. In the company’s Industrial Specialties 
Division, the whole business is effectively managed by means of cross-functional team 
working. Each product family - for example, adhesives, fasteners and urethane films - is 
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ASDA uses cross- 
functional teams 
to encourage and 
facilitate creativity and 
innovation. 

Source: Courtesy of ASDA. 




run by cross-functional team working that involves people from the laboratories, 
manufacturing and marketing. Motorola, Nissan and Polaroid provide further examples of 
well-known companies marketing in Europe that have reorganised their employees into 
cross-functional teams which are also found in both non-profit and government organis- 
ations (see Chapter 21). 

To be successful, a firm also needs to look for competitive advantages beyond its own 
operations, in the value chains of suppliers, distributors and customers. Many companies 
today have partnered specific suppliers and distributors to create a superior value delivery 
network (see Chapter 17). 



Core competencies 

Traditionally, companies owned and controlled most of the factors of production 
that shaped their businesses - land, labour and capital. Prahalad and Hamel 11 have 
urged managers to look not only at their physical resources, but also at the unique 
skills and knowledge embedded in their organisations and to concentrate on what 
they do best. 12 However, this efficiency argument was open to question soon after 
it entered the business arena as it failed to take into account fully the entire impact 
of emerging global buyers’ markets and the internet. This has led to a fundamental 
change in business architecture. Companies and suppliers have increasingly begun 
to collaborate to form value chains, to deliver researched customer value market 
offerings (see Chapter 17). 

One important key, then, is to own and nurture the resources and competencies that 
make up the essence of the business. Nike, for example, does not manufacture its own 
shoes, because Asian manufacturers are more cost efficient in this task. Instead, it nurtures 
its superiority in shoe design and merchandising, which are its two core competencies. A 
core competency has three characteristics: 

1 It is a source of competitive advantage and makes a significant contribution to 
customer-perceived value. 

2 It has applications in a wide variety of markets. 

3 It is difficult for competitors to imitate. 13 
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Competitive advantage also accrues to companies that possess distinctive capabilities, 
such as Apple’s iPhones and iPads, Dyson’s vacuum cleaners and Telma’s electronic brak- 
ing retarders. Whereas the term ‘core competencies’ refers to areas of special technical 
and production expertise, distinctive capabilities describes excellence in broader busi- 
ness processes. The chief executive of Microsoft, speaking at the annual financial analyst 
meeting in July 2007, stated that in today’s fast-paced business environment, Microsoft 
would have ‘to have multiple competencies and multiple business models all living in 
one body’. 14 



ILVA - venture unfulfilled 

When the Danish home store ILVA arrived in the United Kingdom it was billed as a 
furniture retailer that could potentially compete successfully with IKEA by offering a 
new purchasing experience, It was going to revolutionise the furniture market with 
its contemporary ranges and four upmarket shops. The company proudly proclaimed, 
‘We think that furniture should look good, cost less and last for ages.’ It offered a 
wide range of furniture and accessories at affordable prices, and put its eclecticism 
down to its being ‘inspired by cultures frop around the world'. The 10,000-item strong 
range featured such strange delights as cow-hide floor throws and authentic vine wood 
tables, with exclusive individual touches such as mosquito bites on the hide of some 
leather items. The merchandise was more expensive than IKEA but cheaper than that 
of Habitat. 

ILVA was established in 1974 and, like IKEA, has its roots deep in Scandinavia. It 
now enjoys the popular prestige of being the second largest furniture and homeware 
retailer in Denmark. Stores in Sweden and Denmark have won civic architectural 
awards and been hailed as some of the most beautiful modern buildings in northern 
Europe. However, initially the venture was a failure in the UK as the market was not 
researched effectively. ILVA’s offerings were viewed by inquisitive customers who vis- 
ited its stores as being too expensive, and much of its furniture was seen as too large 
to fit into many UK homes. Furthermore, early customers were badly let down by poor 
customer service. 

In many respects it is reminiscent of Marks & Spencer’s similar ill-fated venture that 
cost them more than £30 million. Even before the UK stores opened, ILVA ran up losses of 
£1 1 .5 million, and in August 2007 the troubled retailer was sold to an Icelandic furniture 
group that owns rival UK furniture retailer The Pier. 

Wise companies research the market, especially foreign ventures, before proceeding to 
realise a dream. Initially ILVA’s dream fell flat in the United Kingdom but the new owner- 
ship repositioned the business and launched a new TV advertising campaign in the spring 
of 2008. However, in June 2008, after running up huge losses, exacerbated by the decline 
in the UK furniture market - which in turn was caused by a declining housing market and 
dwindling customer confidence - ILVA announced that it had made a strategic withdrawal 
from the United Kingdom. The company will continue to operate stores in Denmark and 
Sweden. 15 

V 



How can companies avoid the disappointment suffered by ILVA? According to Day, mar- 
ket-driven organisations excel in three distinctive capabilities: market sensing, customer 
linking and channel bonding. 16 In terms of market sensing, he believed that significant 
opportunities and threats often begin as ‘weak signals’ from the ‘periphery’ of a business. 
He suggested a systematic process for developing peripheral vision, and practical tools 
and strategies for building ‘vigilant organisations’ attuned to changes in the environment, 
by asking questions in three categories 17 (see Table 3.1). 

Another important key is the extent to which competitive advantage results from how 
well the company has fitted its core competencies and distinctive capabilities into cus- 
tomer-perceived value offerings. Competitors have difficulty imitating companies such as 
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Table 3.1 Becoming a vigilant organisation 



Learning from the past 

• What have been our past blind spots? 

• What instructive analogies do other industries offer? 

• Who in the industry is skilled at picking up weak signals and acting on them? 

Evaluating the present 

• What important signals are we rationalising away? 

• What are our mavericks, outliers, complainers and defectors telling us? 

• What are our peripheral customers and competitors really thinking? 

Envisioning the future 

• What future surprises could really hurt or help us? 

• What emerging technologies could change the game? 

• Is there an unthinkable scenario that might disrupt our business? 



Source: Reprinted by permission of Harvard Business School Press. From Peripheral Vision: Detecting the Weak 
Signals That Will Make or Break Your Company by Day, G.S. and Schoemaker, P.J.H Boston, MA 2006. Copyright 
© 2006 by the Harvard Business School Publishing Corporation; all rights reserved. 



Apple, Dell, IKEA, L’Oreal and Red Bull because they are unable to copy their specific 
activity systems. 

Business realignment may be necessary to maximise core competencies. It has three 
steps: 

1 (re)defining the business concept or ‘big idea’; 

2 (re)shaping the business scope; and 

3 (re)positioning the company’s brand identity. 

Consider what Kodak is doing to realign its business. 



Kodak 

With the advent of the digital era and consumers’ new capacity to store, share and print 
photos using their PCs, Kodak faces more competition than ever, both in-store and 
online. In 2004, the company started the painful process of transformation. It started off 
by expanding its line of digital cameras, printers and other equipment, and it also set out 
to increase market share in the lucrative medical imaging business. Making shifts is not 
without challenges, however. The company announced in the summer of 2006 that it would 
outsource the making of its digital cameras. Kodak also eliminated 15,000 jobs in 2006 and 
spent money acquiring a string of companies for its graphics communications unit. Not only 
must Kodak convince consumers to buy its digital cameras and home printers, but it must 
also become known as the most convenient and affordable way to process and print digital 
images. An important initiative has been the introduction of the company’s ink cartridges, 
which are sourced in China. So far, the company faces steep competition from Sony, 

Canon and Hewlett-Packard. 18 O 
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The final key to successfully applying core competencies, in order to develop customer 
value offerings, is to change corporate attitudes to reflect the importance of customer- 
perceived value: that is, to move from customisation of offerings to personalisation 
of customer offerings. As Professor Prahalad says, ‘this is not best practice, it is next 
practice’. 19 



A holistic marketing orientation and customer value 

A holistic marketing orientation can also help capture customer-perceived value. One 
view of holistic marketing sees it as ‘integrating the value exploration, value creation, 
and value delivery activities with the purpose of building long-term, mutually satisfy- 
ing relationships and co-prosperity among key stakeholders’. According to this view, 
holistic marketers succeed by managing a superior value chain that delivers a high level 
of product quality, service and speed. Holistic marketers achieve profitable growth by 
expanding customer share, building customer loyalty and capturing customer lifetime 
value. Figure 3.4, a holistic marketing framework, shows how the interaction between 
relevant actors and value-based activities helps to create, maintain and renew customer- 
perceived value. 

The holistic marketing framework is designed to address three key management questions: 

1 Value exploration: how can a company identify new value opportunities? 

2 Value creation: how can a company efficiently create more promising new value offer- 
ings? 

3 Value delivery: how can a company use its capabilities and infrastructure to deliver the 
new value offerings more efficiently? 

Marketing practitioners might approach these questions as follows. 
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Figure 3.4 A holistic 
marketing framework 
Source: Reprinted by 
permission of Harvard 
Business School Press. 
From Marketing Moves by 
Kotler, P. p Jain, D.C. and 
Maesincee, S. Boston, 

MA 2002, p.29. Copyright 
© 2002 by the Harvard 
Business School Publishing 
Corporation; all rights 
reserved. 
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Value exploration 

Finding new value opportunities is a matter of understanding the relationships between 
three spaces: 

1 the customer’s cognitive space; 

2 the company’s competence space; and 

3 the collaborator’s resource space. 

The customer’s cognitive space reflects existing and latent needs and includes dimen- 
sions such as the need for participation, stability, freedom and change. 20 A company’s 
competency space can be described in terms of breadth - broad versus focused scope of 
business; and depth - physical versus knowledge-based capabilities. The collaborator’s 
resource space includes horizontal partnerships, with partners chosen for their ability to 
exploit related market opportunities, and vertical partnerships, with partners who can 
serve the firm’s value creation (see Chapter 11). 

Value creation 

Value-creation skills for marketers include identifying new customer benefits from the 
customer’s viewpoint; utilising core competencies from its business domain; and selecting 
and managing business partners from its collaborative networks. To create new customer 
benefits, marketers must understand what customers think about, want, do and worry 
about, and observe whom they admire and interact with, and who influences them (see 
Chapters 6-8). 

Value delivery 

Delivering value often means making substantial investments in infrastructure and capabili- 
ties. The company must think about customer relationship management, internal resource 
management and business partnership management. Customer relationship management 
(CRM) allows the company to discover who its customers are, how they behave, and what 
they need or want. It also enables the company to respond appropriately, coherently and 
quickly to different customer opportunities. To respond effectively, the company requires 
internal resource management to integrate major business processes, such as order process- 
ing, general ledger, payroll and production, within a single family of software modules. 
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Finally, business partnership management allows the company to handle complex relation- 
ships with its trading partners to source, process and deliver customer-perceived value offer- 
ings. (see Chapters 11, 17 and 18). 



The central role of strategic planning 

Successful marketing thus requires companies to have capabilities such as under- 
standing customer-perceived value, creating customer-perceived value, delivering 
customer-perceived value, capturing customer-perceived value, and sustaining cus- 
tomer-perceived value. Only a select group of companies stand out as master mar- 
keters. These include North American companies, such as Procter & Gamble, Nike, 
Disney, Starbucks, Wal-Mart, Enterprise Rent-A-Car, McDonald’s and Ritz-Carlton; 
Asian companies, such as Canon, Nissan, Samsung, Sony and Toyota; and European 
companies, such as IKEA, Club Med, Bang & Olufsen, Danone, Electrolux, Nestle, 
Nokia, Lego, Tesco and Virgin. The breakthrough marketing box describes how Intel 
created customer-perceived value and built a brand in a category for which most 
people thought branding impossible. * 



Breakthrough marketing 



Intel 

Intel makes the microprocessors that are found in 
80 per cent of the world's personal computers. In the 
early days, Intel microprocessors were known simply by 
their engineering numbers, such as ‘80386’ or ‘80486’. 
Intel positioned its chips as the most advanced. The 
trouble was, as Intel soon learned, numbers cannot be 
trademarked. Competitors came out with their own ‘486’ 
chips and Intel had no way to distinguish itself from the 
competition. Worse, Intel’s products were hidden from 
consumers, buried deep inside PCs. With a hidden, 
untrademarked product, Intel had a hard time convinc- 
ing consumers to pay more for its high-performance 
products. 

Intel’s response was a marketing campaign that cre- 
ated history. The company chose the Pentium trademark 
and launched the ‘Intel Inside' marketing campaign to 
build awareness of the brand and get its name outside 
the PC and into the minds of customers. 

Intel used an innovative cooperative scheme to extend 
the reach of the campaign. It would help computer 
makers who used Intel processors to advertise their PCs 
if the makers also included the Intel logo in their adver- 
tisements. Intel also gave computer manufacturers a 
rebate on Intel processors if they agreed to place an ‘Intel 
Inside’ sticker on the outside of their PCs and laptops. 

Intel continues its integrated ingredient campaigns 
to this day. For example, when launching its Centrino 
mobile microprocessor platform, Intel began with TV 
advertisements that aired in the United States and 11 
other countries. These advertisements include the ani- 
mated logo and now familiar five-note brand signature 



melody. Print, online and outdoor advertising followed 
shortly thereafter. Intel created eight-page inserts for 
major newspapers that urged the wired world only to 
not ‘unwire', but also to ‘Untangle. Unburden. Uncom- 
promise. Unstress.' 

Intel launched a new brand identity in 2006, sup- 
ported by a US$2 billion global marketing campaign. 
The company introduced a new logo with a different 
font and updated visual look, and also created a new 
slogan: ‘Leap Ahead'. In addition to the new logo and 
slogan, Intel developed a new microprocessor platform 
called Viiv (rhymes with 'five') aimed at home entertain- 
ment enthusiasts. These moves were designed to create 
the impression of Intel as a ‘warm and fuzzy consumer 
company', with products that went beyond the PC. Intel 
remains one of the most valuable brands in the world. 
The 2010 rankings of the world's 100 most powerful 
brands published by Millward Brown Optimor showed 
the company's brand value at number 48. 



Sources: C. Edwards (2004) Intel everywhere?, BusinessWeek, 

8 March, 56-62; S. Van Camp (2004) ReadMe.lst, Brandweek, 

23 February, 17; How to become a superbrand, Marketing, 8 
January 2004, 15; R. Slavens (2003) Pam Pollace, VP-Director, 
Corporate Marketing Group, Intel Corp, BtoB, 8 December, 19; 
K. Hein (2003) Study: new brand names not making their mark, 
Brandweek, 8 December, 12; H. Clancy (2003) Intel thinking 
outside the box, Computer Resetter News, 24 November, 14; 

C. L. Webb (2003) A chip off the old recovery?, Washington Post, 
15 October (www.washingtonpost.com); Intel launches second 
phase of Centrino ads, Technology Advertising and Branding 
Report, 6 October; D. Kirkpatrick (2004) At Intel, speed isn't 
everything, Fortune, 9 February, 34; D. Clark (2005) Intel to 
overhaul marketing in bid to go beyond PCs, Wall Street Journal, 
30 December. 
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Figure 3.5 The 
strategic planning, 
implementation and 
control processes 
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These companies focus on the customer and are organised to respond effectively to 
changing customer needs. They all have a strong commitment to marketing throughout 
their companies. However, it is just as important for small companies to contemplate these 
capabilities. All of them can practise marketing to further their fortunes, for sound market- 
ing management is not the preserve of large corporations. 

To ensure that they select and execute the right activities, marketers must give priority 
to strategic planning in three key areas: 

1 managing a company’s businesses as an investment portfolio; 

2 assessing each business’s strength by considering the market’s growth rate and the 
company’s position and fit in that market; and 

3 establishing a strategy. 

For each business, marketers must develop a suitable strategy for achieving the company’s 
long-run objectives. 

Most large companies consist of four organisational levels (see Figure 3.5): the cor- 
porate level, the division level, the business unit level and the product level. Corporate 
headquarters is responsible for designing a corporate strategic plan to guide the whole 
enterprise; it makes decisions on the amount of resources to allocate to each division, as 
well as on which businesses to acquire or divest. Each division establishes a plan cover- 
ing the allocation of funds to each of its constituent business units. Each business unit 
develops a strategic plan to carry that business unit into a profitable future. Finally, each 
product level (product line, brand) within a business unit develops a marketing plan for 
achieving its objectives in its own markets. 

The marketing plan is the central instrument for directing and coordinating the market- 
ing effort. The marketing plan operates at two levels: strategic and tactical. The strategic 
marketing plan lays out the target markets and the customer-perceived value offerings 
that the firm will offer, based on an analysis of the best market opportunities. The tacti- 
cal marketing plan specifies the marketing tactics, including product features, promotion, 
merchandising, pricing, sales channels and service. 

Today cross-functional teams develop the marketing plan with inputs from every 
important business function. Management then implements these plans at the appropriate 
levels of the organisation, monitors results, and takes any necessary corrective action. The 
complete planning, implementation and control cycle is shown in the Euromart marketing 
plan at the end of this chapter. 

Planning will now be discussed at each of the four levels of an organisation in turn. 

Corporate and divisional strategic planning 

Some corporations give their business units a great deal of freedom to set their own sales, 
profit goals and strategies. Others set goals for their business units but let them develop 
their own strategies. Still others set the goals and participate in developing individual 
business unit strategies. 21 
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All corporate headquarters undertake four planning activities: 

1 defining the corporate mission; 

2 defining the business; 

3 assigning resources to each strategic business unit (SBU); 

4 assessing growth opportunities. 

Defining the corporate mission 

Organisations exist to accomplish their business interests by making cars, lending money, 
providing a night’s lodging and so on. Over time the mission may change, to take advantage 
of new opportunities or respond to new market conditions. Amazon.com changed its mission 
from being the world’s largest online bookstore to aspiring to become the world’s largest 
online store. eBay changed its mission from running online auctions for collectors to running 
online auctions of all kinds of goods. In the spring of 2010, France Telecom’s Orange brand 
merged with Deutsche Telekom’s T-Mobile to form a new marketing initiative, 'Everything 
Everywhere’, that will change the way the companies’ customers access the world, for enter- 
tainment, education, information — 'wherever they are and whenever they want’. 

To define its mission, a company ought {o address Drucker’s classic questions: 22 What 
is our business? Who is the customer? What is of value to the customer? What will our 
business be? What should our business be? These simple-sounding questions are among 
the most difficult a company will ever have to answer. Successful companies ask them 
continuously and answer them thoughtfully and thoroughly. 2 ^ An additional question for 
business to address in today’s highly competitive markets is: why should people bother 
to buy from them? 

Organisations develop mission statements to share with managers, employees and (in 
many cases) customers. A clear, thoughtful mission statement provides employees with a 
shared sense of purpose, direction and opportunity. Mission statements are at their best 
when they reflect a vision, an almost ‘impossible dream’ that provides a direction for the 
company for the next 10-20 years. Sony’s former president, Akio Morita, wanted everyone 
to have access to 'personal portable sound’, so his company created the Walkman and 
portable CD player. Table 3-2 lists five sample mission statements. 

Which of the mission statements in Table 3.2 do you think would best impress their 
respective customers? Good mission statements have five major characteristics. 

1 They focus on a limited number of goals. The statement 'We want to produce the 
highest-quality products, offer the most service, achieve the widest distribution and 
sell at the lowest prices’ claims too much. 

2 Mission statements stress the company’s major policies, values and culture. They help 
employees to focus on the importance of working together to ensure that market offer- 
ings satisfy the company’s customers. 

3 They define the major competitive spheres within which the company will operate: 

v- 

• Industry. Some companies will operate in only one industry; some only in a set of 
related industries; some only in industrial goods, consumer goods or services; and 
some in any industry. For example, DuPont prefers to operate in the industrial mar- 
ket, whereas, for example, AkzoNobel and Siemens operate in both industrial and 
consumer markets. 

• Products and applications. Firms define the range of products and applications they 
will supply. The mission of the UK crockery company Churchill is 'to be a leading 
provider to the tabletop market and deliver value through excellence in design, 
quality and customer service’. 

• Competence. The firm identifies the range of technological and other core competen- 
cies it will master and leverage. Germany’s Bosch cites its vision as ‘creating value 
and sharing values’ and its mission, 'as a leading technology and service company, we 
take advantage of our global opportunities for a strong and meaningful development. 
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Table 3.2 Sample mission statements 



BP 

‘We are taking action to close the competitive gap through a focused effort on our three priorities 
of safety, people and performance. We are determined to operate safely and reliably, to develop 
the capability of our people and to drive performance through restoring operational momentum.’ 

eBay 

‘We help people trade practically anything on earth. We will continue to enhance the online 
trading experiences of all - collectors, dealers, small businesses, unique item seekers, bargain 
hunters, opportunity sellers and browsers.’ 

Oticon 

‘Our mission 

The professionals we work with across the globe and the specialists at Oticon share a common goal: 

To assure that our hearing solutions provide the highest possible satisfaction. 

To accomplish our mission, we continuously: 

• Develop innovative and effective solutions 

• Establish and build strong partnerships 

• Share knowledge with professionals and hearing aid users.’ 

Philips 

‘We have a passion to improve the quality of people’s lives through the timely introduction of 
meaningful technological innovations.' 

Volvo 

'To create the safest and most exciting car experience for modern families.' 



Sources: Courtesy of BP, Oticon and Philips. Reproduced with permission. 

Our ambition is to enhance the quality of life with solutions that are both innovative 
and beneficial.’ 

• Market segment. The type of market or customers a company will serve consti- 
tutes the market segment. Aston Martin makes only high-performance sports cars. 
Mothercare serves the baby and toddler market. 

• Vertical. The vertical sphere is the number of channel levels, from raw material to 
final product and distribution, in which a company will participate. At one extreme 
are companies with a large vertical scope; at one time Ford owned its own rubber 
plantations, sheep farms, glass manufacturing plants and steel foundries. At the 
other extreme are ‘hollow corporations’ or ‘pure marketing companies’, such as 
some financial brokers who contract out or factor nearly everything. 

• Geographical. The range of regions, countries or country groups in which a com- 
pany will operate defines its geographical sphere. Some companies operate in a 
specific state. Others are multinationals such as Volkswagen and Unilever, which 
operate in almost every country in the world. 

4 Mission statements take a long-term view. They should be enduring; management 
should change the mission only when it ceases to be relevant. 

5 A good mission statement is ideally brief, flexible and distinctive, Good examples are 
Disney’s ‘to make people happy’, 3M’s ‘to solve unsolved problems innovatively’ and 
Wal-Mart’s ‘to give ordinary folk the chance to buy the same things as rich people’. 

Compare the rather vague missions statements on the left with Google’s mission statement 

and philosophy on the right. 
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Google mission 

To organise the world’s information and make 
it universally accessible and useful. 

Google philosophy 

Never settle for the best. 

Ten things we know to be true 

1 Focus on the user and all else will follow 

2 It's best to do one thing really well 

3 Fast is better than slow 

4 Democracy on the Web works 

5 You don’t need to be at your desk to need 
an answer 

6 You can make money without doing evil 

7 There is always more information out there 

8 The need for information crosses borders 

9 You can be serious without a suit 
10 Great just isn’t good enough 24 



While few would argue with the prime purpose of a mission statement, it is important for 
organisations to live up to the promises they declare. Avis’s famous mission statement We 
try harder’ provides a real challenge. 25 

Defining the business 

Companies often define their businesses in terms of products: They are in the ‘auto busi- 
ness’ or the ‘clothing business’. However, market definitions of a business are superior 
to product definitions. Companies must see their businesses as a customer-satisfying pro- 
cess that delivers expected standards of customer-perceived value and not as a goods- 
producing process. 

Viewing businesses in terms of customer needs can suggest additional growth oppor- 
tunities. IBM redefined itself from a hardware and software manufacturer to a ‘builder of 
networks’. Table 3.3 gives several examples of companies that have moved from a pro- 
duct to a market definition of their business. The table highlights the difference between 
a target market definition and a strategic market definition. 

A target market definition tends to focus on selling a product or service to a current 
market. Pepsi could define its target market as everyone who drinks a cola beverage, 

Table 3.3 Product-oriented versus market-oriented definitions of a business 

Company Product definition Market definition 

We supply energy . . . beyond petroleum 
We sell beauty 
We supply energy 

We supply personal and business transport 
vehicles 

We are a people and goods mover 
We help improve office productivity 



BP 


We sell fuels 


Beiersdorf 


We sell cosmetics (Nivea) 


EDF 


We supply electricity 


Renault 


We sell automobiles 


SNCF 


We run a rail network 


Xerox 


We make copying equipment 



To build total brand value by innovating. 
To deliver customer value and customer 
leadership faster, better and more 
completely than our competition. 

We build brands and make the world a 
little happier by bringing our best to you 
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and competitors would therefore be other cola companies. A strategic market definition, 
however, focuses also on the potential market. If Pepsi considered everyone who might 
drink something to quench their thirst, their competition would also include non-cola soft 
drinks, bottled water, fruit juices, tea and coffee. To compete effectively, Pepsi markets 
additional beverages, such as Tropicana. 

A business can define itself in terms of three dimensions: customer groups, customer 
needs and technology. 26 Consider a small company that defines its business as design- 
ing incandescent lighting systems for television studios. Its customer group is television 
studios; the customer’s need is lighting; and the technology is incandescent lighting. The 
company might want to expand. It could make lighting for other customer groups, such as 
homes, factories and offices; or it could supply other services needed by television studios, 
such as heating, ventilation or air conditioning. It could design other lighting technologies 
for television studios, such as infrared or ultraviolet lighting. 

Large companies normally manage quite different businesses, each requiring its own 
strategy. The Virgin Group has classified its businesses into seven strategic parts or stra- 
tegic business units. An SBU has three characteristics: 

1 It is a single business, or a collection of related businesses, that can be planned sep- 
arately from the rest of the company. 

2 It has its own set of competitors. 

3 It has a manager responsible for strategic planning and profit performance, who con- 
trols most of the factors affecting profit. 

The purpose of identifying the company’s strategic business units is to develop separate 
strategies and assign appropriate funding. Senior management knows that its portfolio of 
businesses usually includes a number of ‘yesterday’s has-beens’ as well as ‘tomorrow’s 
breadwinners’. 27 



Assigning resources to each SBU 28 

Once it has defined SBUs, management must decide how to allocate its corporate resources. 
The 1970s saw several portfolio planning models introduced to provide an analytical 
means for making investment decisions. The American General Electric/McKinsey Matrix 
classifies each SBU according to the extent of its competitive advantage and the attrac- 
tiveness of its industry. Management would want to grow, ‘harvest’ or draw cash from, or 
hold on to the business. Another model, the Boston Consulting Group’s Growth-Market 
Share Matrix, uses relative market share and annual rate of market growth as criteria to 
make investment decisions. 

Portfolio planning models such as these have fallen out of favour as many view them 
as oversimplified and too subjective. More recent methods that firms use to make internal 
investment decisions are based on shareholder value analysis, and whether the market value 
of a company is greater with an SBU or without it (whether it is sold or spun off). These 
value calculations assess the potential of a business based on potential growth opportunities 
from global expansion, repositioning or retargeting, and strategic outsourcing. In layman’s 
terms each SBU needs to make a positive contribution to the perceived strength of the com- 
pany. Unilever, for example, has over 100 SBUs and each one, such as Dove, either does 
or is planned to (if it is a relatively new market offering, such as Ben & Jerry’s) contribute 
positively to the corporate shareholder value. 



Assessing growth opportunities 

Assessing growth opportunities includes planning new businesses, downsizing and ter- 
minating older businesses. If there is a gap between future desired sales and projected 
sales, corporate management will have to develop or acquire new businesses to fill it. 
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Strategic planning 
gap 



Figure 3.6 The strategic planning gap 



Figure 3.6 illustrates this strategic planning gap for a major manufacturer of blank com- 
pact disks called Musicale (name disguised)^ The lowest curve projects the expected sales 
over the next five years from the current business portfolio. The highest curve describes 
desired sales over the same period. Evidently, the company wants to grow much faster 
than its current lousinesses will permit. How can it fill the strategic planning gap? 

The first option is to identify opportunities to achieve further growth within current 
businesses (intensive opportunities). The second is to identify opportunities to build or 
acquire businesses that are related to current businesses (integrative opportunities). The 
third option is to identify opportunities to add attractive businesses unrelated to current 
businesses (diversification opportunities). 

Intensive growth 

Corporate management’s first course of action should be a review of opportunities for 
improving existing businesses. One useful framework for detecting new intensive growth 
opportunities is Ansoff’s ‘product-market expansion grid’ (Figure 3.7). 29 

The company first considers whether it could gain more market share with its current 
products (i.e. in post-paradigm terms, market offerings) in their current markets. Next it 
considers whether it can find or develop new markets for its current market offerings, in a 
market development strategy. Then it considers whether it can develop new products (i.e 
market offerings) of potential interest to its current markets with a product development 
strategy. Later the firm will also review opportunities to develop new market offerings for 
new markets in a diversification strategy. 
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Figure 3.7 Three intensive growth strategies: Ansoff’s product-market expansion grid 
Source: Reprinted by permission of Harvard Business Review. From Strategies for diversification by Ansoff, l. ( 
September-October 1957. Copyright © 1957 by the Harvard Business School Publishing Corporation; all rights 
reserved. 
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Starbucks 




When Howard Schultz, Starbucks’ CEO until 2000, came to the company in 1982, he 
recognised an unfilled niche for cafes serving gourmet coffee directly to customers. This 
became Starbucks’ market penetration strategy and helped the company attain a loyal 
customer base in Seattle. The market development strategy marked the next phase in 
Starbucks’ growth and it applied the same successful formula that had worked wonders 
in Seattle throughout North America and, finally, across the globe. Once the company had 
established itself as a presence in thousands of cities internationally, Starbucks sought 
to increase the number of purchases by existing customers with a product development 
strategy that led to new in-store merchandise, including compilation CDs, a Starbucks 
Duetto Visa card that allows customers to receive points towards Starbucks purchases 
whenever they use it, and high-speed wireless internet access at thousands of Star- 
bucks ’HotSpots’ through a deal with T-Mobile. Aware of the rising appeal of Fairtrade, 
the company adopted it enthusiastically in its sourcing of materials. Finally, Starbucks 
pursued diversification into grocery store aisles with Frappuccino® bottled drinks, 
Starbucks brand ice cream and the purchase of tea retailer Tazo® Tea. Even a famous 
brand such as Starbucks cannot rest on its laurels in today’s competitive buyers’ markets. 
In February 2007 Howard Schultz was moved to accuse the company of losing its creativ- 
ity. A survey in Consumer Reports magazine that February judged McDonald’s coffee to be 
better than Starbucks’. 30 




Howard Schultz of Starbucks waves after opening the company’s first store outside North America 
in 1996. Today Starbucks has stores across the globe. 

Source: Koji Sasahara/AP/ PA Photos 



So how might Musicale use these three major intensive growth strategies to increase 
its sales? It could try to encourage its current customers to buy more by demonstrating 
the benefits of using compact disks for data storage in addition to music storage. Musi- 
cale could also try to attract competitors’ customers if it noticed major weaknesses in 
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competitors’ marketing programmes. Finally, Musicale could try to convince non-users of 
compact disks to start using them. 

How can Musicale use a market development strategy? First, it might try to identify 
potential user groups in the current sales areas. If Musicale has been marketing compact 
disks only to consumer markets, it might go after office and factory markets. Secondly, it 
might seek additional distribution channels in its present locations. If it has been supply- 
ing its disks only through stereo equipment dealers, it might add mass merchandising or 
online channels. Thirdly the company might consider marketing in new locations in its 
home country or abroad. If Musicale sold only in Europe, it could consider entering the 
Asian and Middle Eastern markets. 

Management should also consider new customer-perceived value market offering 
possibilities. Musicale could develop new features, such as additional data storage capa- 
bilities or greater durability. It could offer the CD at two or more quality levels, or it could 
research an alternative technology such as flash drives. 

By examining these intensive growth strategies, managers may discover several ways 
to grow. Still, that growth may not be enough. In that case, management must also look 
for integrative growth opportunities. 

Integrative growth j 

A business can increase sales and profits through backward, forward or horizontal inte- 
gration within its industry. For example, Louis Vuitton has expanded from being a pro- 
vider of luxury leather goods and fashions to forge a broad luxury portfolio that includes 
perfumes (Dior and Givenchy), champagne (Moet) and the prestigious Paris-based depart- 
ment store Le Bon Marche. 

PepsiCo, the US-owned company, manufactures and markets a variety of carbonated 
and non-carbonated drinks, as well as salty or sweet grain-based snacks and other foods. 
The company has pursued a strategy of integral growth since its foundation in 1965. In 
Europe the company markets several well-known beverage brands including Pepsi Cola, 

7 Up and Fiesta, and in 1998 Tropicana was acquired. The company also has its own 
Bottling Group. Many consumers snack while refreshing themselves and the company 




Pepsi look after producing and delivering their drinks to customer purchase points 
Source: PepsiCo 



104 PARTI UNDERSTANDING MARKETING MANAGEMENT 



has a wide portfolio of famous snack brands including Doritos, Quavers, The Smith’s 
Snackfood Company, Walkers and Wotsits. In 2001 PepsiCo purchased Quaker Oats. The 
company has also formed partnerships with several brands to distribute these or to market 
them with their own brands. 31 
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To understand how Group Danone 
has used internalisation to focus its 
growth strategy in the food products 
sector, visit www.pearsoned.co.uk/ 
marketingmanagementeurope. 



How might Musicale achieve integrative growth? The company might acquire one or 
more of its suppliers, such as plastic material producers, to gain more control or gener- 
ate more profit through backward integration down the value chain. It 
might acquire some wholesalers or retailers, especially if they are highly 
profitable, in forward integration. Finally, Musicale might acquire one or 
more competitors, provided that the government does not bar this hori- 
zontal integration as part of its anti-monopoly policy. However, these new 
sources may still not deliver the desired sales volume. In that case, the 
company must consider diversification. 



Diversification growth 

Diversification growth makes sense when good opportunities exist outside the pre- 
sent businesses - the industry is highly attractive and the company has the right mix 
of business strengths to be successful. For example, from its origins as an animated 
film producer, Walt Disney Company has moved into licensing characters for merchan- 
dised goods, entering the broadcast industry with its own Disney Channel as well 
as ABC and ESPN acquisitions, and developing theme parks and vacation and resort 
properties. 



Diversification growth 



Cisco Systems p Inc. 

Known for years as a mass producer of rooters and switches, Cisco is attempting to diversify 
beyond these nuts and bolts products into the business of changing how consumers com- 
municate and view television in both the United States and Europe. With its recent US$6.9 
billion acquisition of Scientif ic-Atlanta , Inc., widely recognised for its expertise in video 
delivery, Cisco hopes to enter consumers’ living rooms with items such as home-networking 
equipment, wirelessly networked DVD players, and services such as video on demand. The 
diversification move is already paying off: Scientific-Atlanta produced 7 per cent of Cisco's 
US$8 billion in revenue. 32 



Saltzgitter 

Saltzgitter, the German steel group, is planning to diversify into a new area of business to 
be less dependent on the economic cycles of the steel industry. The company is particularly 
keen to add to its current operations in steel pipelines. 33 

PZ Cussons 

PZ Cussons, the soap and detergents group, is transforming itself from a paternalistic 
Greek family-owned business into an international meritocracy. Rather than target global 
markets, the company tailors its products to local markets. It operates a completely differ- 
ent model to its main rivals such as Procter & Gamble and Unilever. It has a strong interest 
in the electrical goods market. 34 See also www.pzcussons.com/pzc/about/ourcompany/ 
ourstrategy/ 

Microsoft 

Microsoft announced in July 2007 that it intended to diversify into new businesses such as 
advertising and consumer electronics, as it believes that these will eventually grow to rival 
desktop and server software. 35 
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Several types of diversification are possible for Musicale. First the company could choose 
a concentric strategy. This occurs when a company seeks to develop new market offer- 
ings that have technological or marketing synergies with existing product lines, though 
the new market offerings themselves may appeal to a different group of customers. 
Musicale might start a laser disk manufacturing operation, as it knows how to make 
compact disks. Secondly, the company might use a horizontal strategy to search for new 
products that could appeal to current customers, even though the new market offerings 
are technically unrelated to its current product line. For example, the company could 
produce compact disk cases, though they require a different manufacturing process. 
Finally, Musicale might decide to spread its risks by seeking new business opportunities 
that have no relationship to its current technology or activities ( a conglomerate strategy) 
and review opportunities, that may lie in markets such as, for example, application soft- 
ware or personal organisers. 

Downsizing and divesting older businesses 

Weak businesses require a disproportionate amount of managerial attention. Companies 
must carefully prune, harvest or divest tired old businesses in order to release needed 
resources to other uses and reduce costs. In the face of serious difficulties, Deutsche 
Telecom spun off its media and broadcast services business to a private equity-based 
European competitor in a deal worth €850 million. The German group has lost millions of 
fixed-line customers in recent years as rivals offered internet-based telephone services and 
mobile phone services at prices Deutsche Telecom could not match. Telefonica, Spain’s 
largest telecommunications group, after three years of energetic activity, during which it 
paid €27 billion for 02 of the United Kingdom, has decided to consolidate its interests and 
develop its core business. Several of its non-core activities, such as the television produc- 
tion business Endemol, have been divested. 36 



Downsizing and divesting 

Danone 

Paris-based Groupe Danone has grown by a series of acquisitions to become a leading player in 
the European food products sector. For some years the company's growth was the result of hori- 
zontal (market) and vertical (supply/value chain) acquisitions that did not seem to reflect a well- 
fashioned strategy. It embarked on a programme of internalisation. In the 1990s the incoming 
CEO sharpened the strategy and focused on the dairy, beverages and cereals sectors. 

The group’s turnover came to €14.982 billion in 2009. Turnover growth increased 3.2 per 
cent in 2009 on a like-for-like basis, enabling the group to reach its growth targets and pro- 
viding proof positive of the effectiveness of the strategy established in late 2008 to address 
the world economic crisis. The current operating margin of the group is up for the fifteenth 
consecutive year, firmly anchoring its global market positions: today, in volume, Danone is 
the world number 1 in fresh dairy products, number 2 in bottled waters, number 2 in baby 
nutrition and the European leader in medical nutrition. 

This performance was made possible by the use of three major levers to confront the 
crisis. The first is the priority given to growth in volumes and market share through three 
initiatives: a market-by-market rebalancing of the product portfolio, increased promo- 
tion and a readjustment of publicity. This prioritising meant a 5.2 per cent increase in 
volumes sold in 2009, with the added benefit of protecting jobs within the group as well as 
at Danone’s industrial partners. The second lever is the staff’s adaptability, facilitated by 
efficient and committed operating structures in every country where Danone is present. 

The establishment of the Danone Ecosystem Fund is the third lever, supporting operations 
at the group’s direct and often local partners. Moreover, Danone continues to invest in 
research and development despite the economic climate - €206 million in 2009, or 1.4 per 
cent of the company’s turnover. 
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Three centuries after the benefits of Evian mineral water were discovered, over a century 
after Bledine was first marketed, and nearly a century after the first Danone yoghurt was 
retailed in a pharmacy, health innovation remains more than ever a driver of the group’s busi- 
ness growth. The baby nutrition and medical nutrition businesses, which Danone undertook in 
2007 in buying up Numico, account respectively for 20 per cent and 6 per cent of the group’s 
2009 turnover and increased significantly over 2008 (+7.9 and +11.4 per cent). These two 
lines naturally round off the group’s brand portfolio and are perfectly aligned with its mission 
of bringing health through food to as many people as possible. Today, Danone is the only food 
group to focus totally on health. 

PepsiCo 

Over the last five decades PepsiCo has sold off several famous brands in both the United 
States and Europe, such as the fast-food restaurants Kentucky Fried Chicken, Pizza Hut 
and Taco Bell. 37 



Relationship between missions and visions 

While missions are essentially concerned with what the company is about and how it 
behaves, visions are more associated with future corporate goals. Visions may be vague or 
precise but give the organisation a sense of purpose. Good business leaders create a vision 
for an organisation, articulate the vision, and motivate personnel to seek and achieve it 
(see also Chapter 6). 

A vision and a mission can be one and the same, but the concepts, though related, 
are not necessarily the same. Broadly speaking, visions refer to future intentions and 
missions to delivering present ones. Both visions and missions are inspirational. Visions 
once achieved need to be restated. Missions, on the other hand, are continuous in that 
they encapsulate an organisation’s purpose. A paradigm change from sellers’ to buyers’ 
markets challenges everything an organisation stands for and may require a complete and 
challenging evaluation of both vision and mission statements. 

Organisation and organisational culture 

(See also Chapters 15 and 21.) 

Strategic planning happens within the context of the organisation. A company’s organ- 
isation consists of its structures, policies and corporate culture, all of which can become 
dysfunctional in a rapidly changing business environment. Whereas managers can change 
structures and policies (with difficulty), the company’s culture is very hard to change. Yet 
adapting the culture is often the key to successfully implementing a new strategy. 

What exactly is a corporate culture? Most businesspeople would be hard pressed to 
describe this elusive concept, which some define as The shared experiences, stories, 
beliefs and norms that characterise an organisation’. Yet, walk into any company and the 
first thing that strikes you is the corporate culture - the way people dress, talk to one 
another and greet customers. 

A customer-centric culture can affect all aspects of an organisation. As one expert says: 

To me, being consumer centric is more a principle - the driving value of a 
company - than a process. It’s in a company’s DNA, top to bottom. It means you 
recognize the diversity across the face of consumers, and that you are open to 
observations and opinions other than your own; this allows you to be an advo- 
cate for the consumer — whether you are a leading innovator or packing boxes 
in the warehouse . . . The question is, do you see consumers as the driving life 
force of your company for as long as it exists, or do you see them as simply a 
hungry group of people that needs to be satisfied so your business will grow 
in the short term ? 38 
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Sometimes corporate culture develops organically and is transmitted directly from the 
CEO’s personality and habits to the company employees. Sir James Dyson, the inventor 
of the Dual Cyclone bagless vacuum cleaner, and CEO of the company that carries his 
name, inspires his staff as he is a designer and an innovator in his own right 39 (see also 
Chapter 21). 



Marketing innovation 

Innovation in marketing is critical. The traditional view is that senior management ham- 
mers out the strategy and hands it down. Hamel offers the contrasting view that imagin- 
ative ideas on strategy exist in many places within a company. 40 Senior management 
should identify and encourage fresh ideas from three groups that tend to be underrepre- 
sented in strategy making: employees with youthful perspectives; employees who are far 
removed from company headquarters; and employees who are new to the industry. Each 
group is capable of challenging company orthodoxy and stimulating new ideas. Jump 
Associates, a US innovative strategy firm, offers five key strategies for managing change 
in an organisation.- 41 

1 Avoid the innovation title. Pick a name for the innovation team that will not alienate 
co-workers. 

2 Use the buddy system. Find a like-minded collaborator within the organisation. 

3 Set the metrics in advance. Establish different sets of funding, testing and performance 
criteria for incremental, experimental and potentially disruptive innovations. 

4 Aim for quick hits first. Start with easily implemented ideas that will work to demon- 
strate that things can get done, before quickly switching to bigger initiatives. 

5 Get data to back up your gut feelings. Use testing to get feedback and improve an 
idea. The marketing insight box describes how some leading companies approach 
innovation. 



For further discussion see Chapter 15. 




Research in Motion, the company that developed the Dyson Dual Cyclone bagless vacuum cleaner, 
fosters a culture of innovation that CEO Sir James Dyson carefully cultivates and values highly. 
Source: ©Adrian Sherratt/Alamy 
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Table 3.4 The 12 dimensions of business innovation 



Dimension Definition 



Examples 



Offerings (what) 



Develop innovative new products or services 



Platform Use common components or building blocks 

to create derivative offerings 

Solutions Create integrated and customised offerings 

that solve end-to-end customer problems 



Customers (who) Discover unmet customer needs or identify 

underserved customer segments 



Customer experience Redesign customer interactions across all 
touchpoints and all moments of contact 



Value capture Redefine how company gets paid or create 

innovative new revenue streams 

Processes (how) Redesign core operating processes to improve 

efficiency and effectiveness 



Organisation 



Change form, function or activity scope of the 
firm 



Supply chain 



Think differently about sourcing and 
fulfilment 



Presence (where) 



Networking 

Brand 



Create new distribution channels or innovative 
points of presence, including the places where 
offerings can be bought or used by customers 

Create network-centric intelligent and 
integrated offerings 

Leverage a brand into new domains 



• Gillette Mach3Turbo razor 

• Apple iPod music player and 
iTunes music service and iPad 

• Danone and Nestle's yogurts 

• Disney animated movies 

• DHL logistics services Supply 
Chain Solutions 

• IKEA Building Innovations for 
construction 

• Eurocar Rent-A-Car focuses on 
replacement car renters 

• Fairtrade coffee and tea providers 

• NatWest customer service 
improvement programme 

• AA extended range of breakdown 
services, e.g. gas and plumbing 
rescue services 

• Google paid search 

• Blockbuster revenue sharing with 
movie distributors 

• Toyota Production System for 
operations 

• Siemens Design for Six Sigma 
quality control 

• Cisco partner-centric networked 
virtual organisation 

• Procter & Gamble front-back 
hybrid organisation for customer 
focus 

• Moen ProjectNet for collaborative 
design with suppliers 

• General Motors Celta use of 
integrated supply and online sales 

• Starbucks music CD and coffee 
sales in coffee stores 

• Diebold RemoteTeller System for 
banking 

• Otis Remote Elevator Monitoring 
service 

• Virgin Group ‘branded venture 
capital’ 

• Yahoo! as a lifestyle brand 



Source: Adapted from M. Sawhney, R. C. Wolcott and I. Arroniz (2006) The 12 different ways for companies to innovate, MIT Sloan Management 

Review, 4713), 78. © 2006 from MIT Sloan Management Review/Massachusetts Institute of Technology. All rights reserved Distributed by 
Tribune Media Services. 
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Marketing insight 




Different approaches 
to innovative marketing 

In most markets there is too much sameness: too much 
safe differentiation between competitors. Go-ahead 
companies are constantly seeking ways to gain and sus- 
tain a strong market identity. This can be achieved by a 
commitment to the importance of new product develop- 
ment and by novel use of the tools of the marketing mix. 

When IBM surveyed tqp CEOs and government 
leaders about their agenda priorities, their answers 
about innovation were revealing. Business-model inno- 
vation and coming up with unique ways of doing things 
scored high. IBM's own drive for business-model inno- 
vation led to much collaboration, both within IBM itself 
and externally with companies, governments and edu- 
cational institutions. CEO Samuel Palmisano noted how 
the breakthrough Cell processor, based on the com- 
pany’s Power architecture, would not have happened 
without collaboration with Sony and Nintendo, as well 
as competitors Toshiba and Microsoft. 

Procter & Gamble similarly has made it a goal for 
50 per cent of the company’s new products to come 
from outside the company's laboratories - from inven- 
tors, scientists and suppliers whose new product ideas 
can be developed in-house. 

Similarly 3M, the US-based industrial and technology 
group whose products include Scotch tape and optical film, 
has been giving people ‘tinkering time’ for as long as any- 
one can remember. The reasoning is that ‘exploring differ- 
ent areas is a very good way of keeping people inventive and 
keeping their imaginations fired up,' says the company’s 
senior technical manager. One of 3M’s most famous prod- 
ucts, the Post-it note, was a result of tinkering. 42 

JOB 

JCB has for several years developed an innovative market- 
ing approach in a business-to-business industry that many 
would consider staid. It is famous for the use of events and 
stunts such as^ JCB dancing diggers. The tradition of inno- 
vative marketing continues today and the company pro- 
moted the launch of its JCB Dieselmax engine in August 
2006 by using two high-performance versions of its new 
engine in a world record attempt for a diesel-powered 
vehicle in the United States. The JCB Dieselmax car 
reached 350.092 mph on the Bonneville Salt Flats in Utah. 
The company’s marketing director, Chris Wright, says that 
supporting challenges such as the Dieselmax record not 
only raises the brand’s profile but also helps to attract top 
engineers and puts a spotlight on British engineering. 43 

BMW 

To reach customers across the globe, the marketing 
department of BMW has decided to put less money and 
effort into traditional media such as television and news- 
papers. It is pioneering new ways of reaching customers, 



such as offering them the chance to download audio books 
and other material from the internet 44 

Facebook 

In the fickle world of advertising trends, Facebook is 
enjoying the free marketing that comes from displacing 
MySpace and YouTube as the hippest online social net- 
work. However, many people are starting to think that 
the program is starting to lose its appeal and in all like- 
lihood will be replaced by a new online social network 
before long. 45 

Business writer C. K. Prahalad believes much inno- 
vation in industries, from financial and telecom services 
to healthcare and automobiles, can come from devel- 
opments in emerging markets such as India. Forced 
to do more with less, Indian companies and foreign 
competitors are finding new ways to maximise minimal 
resources and offer quality products and services at low 
prices. Consider the money transfer company Western 
Union. On a visit to rural districts in Uttar Pradesh, 
India's most populous state, it discovered that many 
people were in receipt of remittances sent by relatives 
working in the oilfields of Saudi Arabia. This prompted 
Western Union to open branches in rural areas where 
people had huge difficulties in receiving money as most 
of the 65,000 bank branches in India are in urban areas, 
and about 80 per cent of India's population of 1.1 bil- 
lion lack access to financial services. Significantly, India 
is the world's largest recipient of remittances, accord- 
ing to the World Bank. Inward remittances from Indi- 
ans working overseas surged from circa US$2 billion in 
1990-1 to US$53.9 in 2009-10. 46 

Finally, to find breakthrough ideas, some companies 
find ways to immerse a range of employees in solving 
marketing problems. Samsung’s Value Innovation Pro- 
gramme (VIP) isolates product development teams of 
engineers, designers and planners with a timetable and 
end date in the company’s centre just south of Seoul, 
while 50 specialists help guide their activities. To help 
make tough trade-offs, team members draw ‘value 
curves’ that rank attributes such as a product's sound or 
picture quality on a scale from 1 to 5. To develop a new 
car, BMW similarly mobilises specialists in engineering, 
design, production, marketing, purchasing and finance 
at its Research and Innovation Centre or Project House. 



Sources: S. Hamm (2006) Innovation: the view from the top, 
BusinessWeek, 3 April, 52-3; J. McGregor (2006) The world’s 
most innovative companies, BusinessWeek, 24 April, 63-74; 

R. Karlgard (2006) Digital rules, Forbes, 13 March, 31; 

J. Rooney and J. Collins (2006) Being great is not just a matter 
of big ideas, Point, June, 20; M. Ihlwan (2006) Camp Samsung, 
BusinessWeek, 3 July, 46-7; M. Sawhney, R. C. Wolcott and 
I. Arroniz (2006) The 12 different ways for companies to innovate, 
MIT Sloan Management Review, 47(3), 75-85; P. Engardio (2006) 
Business prophet: how C.K. Prahalad is changing the way CEOs 
think, BusinessWeek, 23 January, 68-73. 
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Firms develop strategy by identifying and selecting from different views of the future. 
The Royal Dutch/Shell Group has pioneered scenario analysis, which consists of develop- 
ing plausible representations of a firm’s possible future that make different assumptions 
about forces driving the market and that include different uncertainties. Managers need 
to think through each scenario with the question: ‘What will we do if this happens?’ They 
need to adopt one scenario as the most probable and watch for signposts that might 
confirm or disconfirm it. 47 



Table 3.5 More sample mission statements 



3M 

‘Our mission is to be innovative through product generations.’ 

Bosch 

'Creating value - sharing values . . . Our ambition is to enhance the quality of life with solutions 
that are both innovative and beneficial.' 

British Gas 

‘We are committed to providing the best value energy and the highest quality services expertise 
in the country. Our vision is clear and embedded to our management team to help us meet the 
challenges ahead.’ 

Fiat 

‘We don’t just want to get you from A to B. We want to get you there with a smile on your face.’ 

L'Oreal 

‘For more than a century L’Oreal has been pushing back the boundaries of science to invent 
beauty and meet the aspirations of millions of women and men. Its vocation is universal: to offer 
everyone, all over the world, the best of cosmetics in terms of quality, efficacy and safety, to 
give everyone access to beauty by offering products in harmony with their needs, culture and 
expectations.’ 

Michelin 

‘To make a sustainable contribution to progress in the mobility of people and goods by 
constantly enhancing freedom of movement, safety, efficiency and pleasure when on the move.’ 

Nokia 

'Nokia is about enhancing communication and exploring new ways to exchange information. 
Everyone has a need to communicate and share. Nokia helps people to fulfil this need and we help 
people feel close to what matters to them. We focus on providing consumers with very human 
technology - technology that is intuitive, a joy to use, and beautiful.’ 

Siemens 

‘Our knowledge and our solutions are helping to create a better world. We have a responsibility 
to the wider community and we are committed to environmental protection.’ 

Divine Chocolate Ltd 

'To improve the livelihood of smallholder cocoa producers in West Africa by establishing their 
own dynamic branded proposition in the UK chocolate market, thus putting them higher up the 
value chain.’ 



Sources: Courtesy of 3M, Bosch, Fiat, L’Oreal, Nokia, Siemens and Divine Chocolate Ltd. 
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Business unit strategic planning 

The business unit strategic planning process consists of the eight steps shown in Figure 3.8. 
Each step is examined in the sections that follow. 

The business mission 

Each business unit needs to define its specific mission within the broader company 
mission. Thus, a television studio-lighting-equipment company might define its mission 
as To target major television studios and become their vendor of choice for lighting 
technologies that represent the most advanced and reliable studio lighting arrangements.’ 
Notice that this mission does not attempt to win business from smaller television studios, 
win business by being lowest in price, or venture into non-lighting products. 

SWOT analysis 

The overall evaluation of a company’s strengths, weaknesses, opportunities and threats 
is called SWOT analysis. It is a way of monitoring the external and internal marketing 
environment. a 

A business unit has to monitor key macroenvironment forces and significant micro- 
environment actors that affect its ability to earn profits. The business unit should set up 
a marketing intelligence system to track trends, important developments and any related 
opportunities arid threats. 

Good marketirig is the art of finding, developing and profiting from these oppor- 
tunities. 48 A marketing opportunity is an area of buyer need and interest that a company 
has a high probability of profitably satisfying. There are three main sources of market 
opportunities. The first is to supply something that is in short supply. This requires lit- 
tle marketing talent, as the need is obvious. The second is to supply an existing market 
offering in a new or superior way. There are several ways to uncover possible customer- 
perceived value improvements: the problem detection method asks consumers for their 
suggestions; the ideal method has them imagine an ideal version of the product or service; 
and the consumption chain method asks consumers to chart their steps in acquiring, using 
and disposing of a market offering that meets their customer-perceived value expectations. 
This last method often leads to a very new market offering. 

Opportunities can take many forms, and marketers have to be good at spotting them. 
Consider the following: 

• A company may benefit from converging industry trends and introduce a hybrid mar- 
ket offering that is new to the market. For example, several major mobile phone 
manufacturers released phones with digital photo capabilities. 
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Figure 3.8 The business unit strategic-planning process 
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SWOT analysis 
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Figure 3.9 Using SWOT analysis to monitor the internal and external position of an organisation 



• A company may make a buying process more convenient or efficient. Consumers can 
now use the internet to find more books than ever before and search for the lowest 
price with a few clicks. 

• A company can meet the need for more information and advice. For example, Guru, 
com facilitates finding professional experts in a wide range of fields. 

• A company can customise a market offering that was formerly offered only in a standard 
form. Timberland allows customers to choose colours for different sections of their boots, 
add initials or numbers to their boots, and choose different stitching and embroidery. 

• A company can introduce a new capability. Dell offers both standard and coloured 
laptops at an extra charge. Consumers can now create and edit digital ‘iMovies’ with 
the new iMac and upload them to an Apple Web server or website such as YouTube 
to share with friends around the world. 

• A company may be able to deliver a market offering faster than the competition. DHL, 
for example, has discovered a way to deliver mail and packages much more quickly 
than the UK Post Office. 

• A company may be able to offer a market offering at a much lower price. Pharmaceutical 
firms have created generic versions of brand-name drugs. 

To evaluate opportunities, companies can use market opportunity analysis (MOA) to deter- 
mine their attractiveness and probability of success by asking questions such as: 

1 Can we articulate the benefits convincingly to a defined target market(s)? 

2 Can we locate the target market(s) and reach them with cost-effective media and trade 
channels? 

3 Does our company possess or have access to the critical capabilities and resources we 
need to deliver the customer benefits? 

4 Can we deliver the benefits better than any actual or potential competitors? 

5 Will the financial rate of return meet or exceed our required threshold for investment? 
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(a) Opportunity matrix 

1 Company develops more powerful 
lighting system 

2 Company develops device to 
measure energy efficiency 
of any lighting system 

3 Company develops device to 
measure illumination level 

4 Company develops software program 
to teach lighting fundamentals to 
TV studio personnel 

(b) Threat matrix 

Probability of occurrence 

High Low 



$ 

Figure 3.10 Opportunity and threat matrices 

In the opportunity matrix in Figure 3.10(a), the best marketing opportunities facing the 
TV-lighting-equipment company are listed in the upper-left cell (no. 1). The opportunities 
in the lower-right cell (no. 4) are too minor to consider. The opportunities in the upper- 
right cell (no. 2) and lower-left cell (no. 3) are worth monitoring in the event that any 
improve in attractiveness and success probability. 

An environmental threat is a challenge posed by an unfavourable trend or development 
that would lead, in the absence of defensive marketing action, to lower sales or profit. 
Figure 3.10(b) illustrates the threat matrix facing the TV-lighting-equipment company. The 
threats in the upper-left cell are major, because they can seriously hurt the company and 
they have a high probability of occurrence. To deal with them, the company needs con- 
tingency plans. The threats in the lower-right cell are minor and can be ignored. The firm 
will want to carefully monitor threats in the upper-right and lower-left cells in the event 
that they might grow more serious. 

Internal environment (strengths/weaknesses) analysis 

It is one thing to find attractive opportunities, and another to be able to take advantage of 
them. Each business needs to evaluate its internal strengths and weaknesses. 



High 
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1 Competitor develops superior 
lighting system 

2 Major prolonged economic 
depression 

*3 Higher costs 

4 Legislation to reduce number 
of TV studio licences 



Success probability 

High Low 




IBM 

In the early 1980s IBM dominated the personal computer industry but its position was 
vulnerable. Many purchased from IBM at the time as the reliability of the IBM clones was 
unproven in use and thus risky. As the clones proved to be reliable the sales of IBM suf- 
fered when it failed to respond effectively, burdened as it was by a heavy bureaucracy. 



Businesses can evaluate their own strengths and weaknesses by using a form such as the 
one shown in the marketing memo box. 
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Marketing memo 




Checklist for performing strengths/weaknesses analysis 

Performance Importance 

Major Minor Minor Major 

strength strength Neutral weakness weakness High Medium Low 

Marketing 

1 Company reputation 

2 Market share 

3 Customer satisfaction 

4 Customer retention 

5 Product quality 

6 Service quality 

7 Pricing effectiveness 

8 Distribution effectiveness 

9 Promotion effectiveness 

10 Sales force effectiveness 

1 1 Innovation effectiveness 

12 Geographical coverage 

Finance 

13 Cost or availability of 

capital 

14 Cash flow 

15 Financial stability 

Manufacturing 

16 Facilities 

17 Economies of scale 

18 Capacity 

19 Able, dedicated workforce 

20 Ability to produce on time 

21 Technical manufacturing 

skill 



Organisation 

22 Visionary, capable 
leadership 

23 Dedicated employees 

24 Entrepreneurial orientation 

25 Flexible or responsive 
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Critique of conventional SWOT analysis 

Over the years, SWOT analysis has been severely criticised as a sole and conventional 
tool for formulating strategy. While it can provide an indication of which listed items 
characterise a business and which do not, it can tend to oversimplify critical issues, prob- 
lems and themes as much as illuminate them. SWOT analyses are essentially descriptions 
of conditions whereas strategies define actions. Furthermore, they can present findings 
uncritically and without clear prioritisation so that, for example, weak opportunities may 
appear to balance strong threats. Consequently, they should be seen only as a basic initial 
review tool and used with caution. 49 

Clearly the business does not have to correct all its weaknesses, nor should it gloat 
about all its strengths. The big question is whether the firm should limit itself to those 
opportunities for which it possesses the required strengths, or consider those that might 
require it to find or develop new strengths. For example, managers at Texas Instruments 
(TI) were split between those who wanted TI to stick to industrial electronics, where it 
has clear strength, and those who wanted the company to continue introducing consumer 
products, where it lacks some required marketing strengths. 

Sometimes a business does poorly not because its people lack the required strengths 
but because they fail to work together as 4 a team. In one major electronics company, 
engineers look down on the salespeople as 'engineers who couldn’t make it’, and 
salespeople look down on the service people as 'salespeople who couldn’t make it’. 
It is crucial to assess interdepartmental working relationships as part of the internal 
environmental audit. 

Goal formulation 

Once the company has performed a SWOT analysis it can proceed to develop specific 
goals for the planning period. This stage of the process is called goal formulation. Goals 
are objectives that are specific with respect to magnitude and time. 

Most business units pursue a mix of objectives, including profitability, sales growth, 
market share improvement, risk containment, innovation and reputation. The business 
unit sets these objectives and then manages by objectives (MBO). For an MBO system to 
work, the unit’s objectives must meet four criteria: 

1 They must be arranged hierarchically, from the most to the least important. For exam- 
ple, the business unit’s key objective for the period may be to increase the rate 
of return on investment. Managers can increase profit by increasing revenue and 
reducing expenses. They can grow revenue, in turn, by increasing market share and 
prices. 

2 Objectives should be quantitative whenever possible. The objective 'to increase the 
return on investment (ROI)’ is better stated as the goal ‘to increase ROI to 15 per cent 
within two years’. 

3 Goals should be realistic. Goals should arise from an analysis of the business unit’s 
opportunities and strengths, not from wishful thinking. 

4 Objectives must be consistent. It is not always possible to maximise sales and profits 
simultaneously. 

Other important trade-offs include short-term profit versus long-term growth, deep pen- 
etration of existing markets versus developing new markets, profit goals versus non- 
profit goals, and high growth versus low risk. Each choice calls for a different marketing 
strategy. 50 

Many believe that adopting the goal of strong market share growth may mean forgoing 
strong short-term profits. Volkswagen has 15 times the annual revenue of Porsche — but 
Porsche’s profit margins are seven times bigger than VW’s. Other successful companies 
such as Google, Microsoft and Samsung have maximised profitability and growth. Yet 
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management experts Charan and Tichy believe that most businesses can be growth busi- 
nesses and grow profitably as, for example, BP, Bosch, IKEA, Nestle and Tesco have done. 51 



Strategic formulation 

Goals indicate what a business unit wants to achieve; strategy is a game plan for getting 
there. Every business must design a strategy for achieving its goals, consisting of a market- 
ing strategy and a compatible technology strategy and sourcing strategy. 

Porter's generic strategies 

Porter has proposed three generic strategies that provide a good starting point for strategic 
thinking: overall cost leadership, differentiation and focus. 52 

• Overall cost leadership. Firms pursuing this strategy work hard to achieve the lowest 
production and distribution costs so they can price lower than their competitors and 
win a large market share. The problem with this strategy is that other firms will usu- 
ally compete with still lower costs and hurt the firm that bases its whole future on cost 
alone. 

• Differentiation. The business concentrates on uniquely achieving superior performance 
in an important customer benefit area valued by a large part of the market. Thus the 
firm seeking quality leadership, for example, must make items with the best compo- 
nents, put them together expertly, inspect them carefully and communicate their qual- 
ity effectively. 

• Focus. The business focuses on one or more narrow market segments. The firm gets 
to know these segments intimately and pursues either cost leadership or differentiation 
within the target segment. 



Belkin Corporation 

For most people, a surge protector is a necessary item to avoid electrical surges damaging 
a personal computer. Yet one company decided to focus not on the utilitarian aspect of the 
surge protector but on its aesthetic aspect. An example of both focus and differentiation, 
Belkin Corporation's surge protectors organise consumers' workspaces and protect their 
equipment. Its Concealed Surge Protector organises cables and keeps them out of view 
with a unique closing cover. By differentiating itself from the average surge protector, Bel- 
kin can charge premium prices for its product . 53 



The online air travel industry provides a good example of these three strategies. British 
Airways is pursuing a differentiation strategy by offering the most comprehensive range 
of additional services to the traveller (executive airport lounges, optional onboard enter- 
tainment packs, etc.). On the other hand, Ryanair is pursuing a lowest-cost strategy; and 
LastMinute is pursuing a niche strategy in focusing on travellers who have the flexibility 
to travel at very short notice. 

According to Porter, firms pursuing the same strategy directed to the same target market 
constitute a strategic group. The firm that carries out that strategy best will make the most 
profits. International Harvester went out of the farm equipment business because it did 
not stand out in its industry as lowest in cost, highest in customer-perceived value or best 
in serving some market segments. 54 

Porter draws a distinction between operational effectiveness and strategy. Competitors 
can quickly copy the operationally effective company using benchmarking and other 
tools, thus diminishing the advantage of operational effectiveness. Porter defines strategy 
as ‘the creation of a unique and valuable position involving a different set of activities’. 
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A company can claim that it has a strategy when it ‘performs different activities from rivals 
or performs similar activities in different ways’. 

Strategic alliances 

Even giant companies - IBM, Philips, Nokia and Unilever - often cannot achieve lead- 
ership, either nationally or globally, without forming alliances with domestic or multi- 
national companies that complement or enhance their capabilities and resources. The 
Dutch company Philips formed a strategic alliance with Dell to collaborate on the devel- 
opment of a range of electronic items such as computer monitors. The European aircraft 
manufacturers formed a strategic alliance to create the Airbus to compete successfully with 
their arch US rival Boeing. The Finnish company Nokia negotiated a strategic alliance with 
the German fixed-line company Siemens. 

Just doing business in another country may require the firm to license its market offer- 
ings, form a joint venture with a local firm or buy from local suppliers to meet local ‘domes- 
tic content’ requirements. As a result, many firms are rapidly developing global strategic 
networks, and success goes to those who build the better global network. The Star Alliance, 
for example, brings together 18 airlines, including Lufthansa, United Airlines, Singapore 
Airlines, Air New Zealand and South Africa Airways, into a huge global partnership that 
allows travellers to make nearly seamless connections to hundreds of destinations. 

Many strategic alliances take the form of fnarketing alliances. These fall into four major 
categories. 

1 Product or service alliances. One company licenses another to provide its market offer- 
ing (customer-perceived value offering), or two companies jointly market their com- 
plementary market offerings or combine resources to produce a new market offering. 
The credit card industry, for example, has a variety of cards jointly marketed by banks 
such as Royal Bank of Scotland and Credit Lyonnais; credit card companies such as 
Visa; and affinity companies such as Virgin. 

2 Promotional alliances. One company agrees to carry a marketing communication pro- 
motion for another company’s market offering. McDonald’s, for example, teamed up 
with Disney for ten years to provide offerings related to current Disney films as part 
of its meals for children strategy. 

3 Logistics alliances. One company offers logistical services for another company’s mar- 
ket offering. For example, BP has formed an alliance with the Russian company TNK 
to further oil exploration and extraction. 

4 Pricing collaborations. One or more companies join in a special pricing collaboration. 
Hotel, car rental and sea ferry companies often offer mutual price discounts. 

Companies need to give creative thought to finding partners that might complement their 
strengths and offset their weaknesses. Well-managed alliances allow companies to obtain 
a greater sales impact at less cost. To keep their strategic alliances thriving, corporations 
have begun to develop organisational structures to support them, and many have come to 
view the ability f;o form and manage partnerships as core skills called partner relationship 
management (PRM). 55 

Programme formulation and implementation 

Even a sound marketing strategy can be sabotaged by poor implementation. If a company 
has decided to attain technological leadership, it must plan programmes to strengthen its 
R&D department, gather technological intelligence, develop leading-edge market offer- 
ings, train the technical sales force and develop advertisements to communicate its tech- 
nological leadership. 

Once they have formulated marketing programmes, the marketing people must estimate 
their costs. Is participating in a particular trade show worth it? Will a specific sales contest 
pay for itself? Will hiring another salesperson contribute to the bottom line? Activity- based 
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cost (ABO) accounting can help determine whether each initiative in a marketing programme 
is likely to produce sufficient results to justify its costs. 56 

Today’s businesses are also increasingly recognising that unless they nurture other 
stakeholders - customers, employees, suppliers, distributors - they may never earn suf- 
ficient profits for the stockholders. For example, a company might aim to delight its cus- 
tomers, perform well for its employees and deliver a threshold level of satisfaction to its 
suppliers. In setting these levels a company must be careful not to violate any stakeholder 
group’s sense of fairness about the treatment they receive relative to others. 57 

A dynamic relationship connects the stakeholder groups. A smart company creates a 
high level of employee satisfaction, which requires an increased effort, which leads to 
higher-quality market offerings. This in turn creates higher customer satisfaction and leads 
to repeat business. This generates higher growth and profits and higher stockholder sat- 
isfaction, which results in more investment. This virtuous circle spells profits and growth. 
The marketing insight box highlights the increasing importance of the proper bottom-line 
view to marketing expenditures. 

According to McKinsey & Company, strategy is only one of seven elements - all of which 
start with the letter ‘s’ - in successful business practice. 58 The first three - strategy, structure 
and systems - are considered the ‘hardware’ of success. The next four - style, skills, staff 
and shared values - are the ‘software’. 

The first ‘soft’ element, style, means that company employees share a common way 
of thinking and behaving. McDonald’s employees smile at the customer, and British Gas 
employees are very professional in their customer dealings. The second element, skills , 
means that employees have the skills needed to carry out the company’s strategy. Staffing 
means that the company has hired able people, trained them well and assigned them to 



Marketing insight 




Marketing's contribution to 
shareholder value 

Companies normally focus on maximising profits rather 
than shareholder value. Doyle argues that profit max- 
imisation leads to short-term planning and under- 
investment in marketing, promoting a focus on building 
sales, market share and current profits. It also leads 
to cost cutting and shedding assets to produce quick 
improvements in earnings, and erodes a company’s 
long-term competitiveness by eliminating investment in 
new market opportunities. 

Companies normally measure their profit perform- 
ance using ROI (return on investment), calculated by 
dividing profits by investment. This method presents 
two problems: 

1 Profits are arbitrarily measured and subject to manip- 
ulation. Cash flow is more important. As someone 
observed: ‘Profits are a matter of opinion; cash is a fact.’ 

2 Investment ignores the real value of the firm. More 
of a company’s value resides in its intangible market- 
ing assets - brands, market knowledge, customer 
relationships and partner relationships - than in its bal- 



ance sheet. These assets are the drivers of long-term 
profits. 

Doyle posits that marketing will not mature as a pro- 
fession until it can demonstrate the impact of marketing 
on shareholder value, which is defined by the market 
value of a company minus its debt. The market value is 
the share price times the number of shares outstand- 
ing. The share price reflects what investors estimate 
is the present value of the future lifetime earnings of 
a company. When management is choosing a market- 
ing strategy, Doyle wants it to apply shareholder value 
analysis (SVA) to see which alternative course of action 
will maximise shareholder value. 

If Doyle’s argument is accepted, instead of seeing 
marketing as a specific function concerned only with 
increasing sales or market share, senior management 
will see it as an integral part of the whole management 
process. It will judge marketing by how much it con- 
tributes to shareholder value by delivering consistently 
high levels of customer-perceived value. 



Source: Based on P. Doyle (2000) Value-Based Marketing: 
Marketing Strategies for Corporate Growth and Shareholder Value, 
Chichester: John Wiley & Sons. 
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the right jobs. The fourth element, shared values , means that employees share the same 
corporate culture values. When these elements are present, companies are usually more 
successful at strategy implementation. 59 

Another study of management practices found that superior performance over time 
depended on flawless execution, a company culture based on aiming high, a structure 
that is flexible and responsive, and a strategy that is clear and focused. 60 



Feedback and control 

(See also Chapter 22.) 

A company’s strategic fit with the environment will inevitably erode, because the mar- 
ket environment changes faster than the company’s 7Ss. Thus, a company might remain 
efficient while it loses effectiveness. Drucker pointed out that it is more important to ‘do 
the right thing’ - to be effective - than ‘to do things right’ - to be efficient. The most 
successful companies excel at Jboth. 

Once an organisation fails to respond to a changed environment, it becomes increas- 
ingly hard to recapture its lost position. Consider how the fortunes of the Lotus Devel- 
opment Corporation have waned. Its Lotus 1-2-3 software was once the world’s leading 
software program, and now its market share* in desktop software has slipped so low that 
analysts largely ignore it. 

Organisations, especially large ones, are subject to inertia. It is difficult to change one 
part without adjusting everything else. Yet organisations can be changed through strong 
leadership, preferably in advance of a crisis. The key to organisational health is willingness 
to examine the changing environment and adopt new goals and strategies. 

Change today, not tomorrow 

Here are some words of wisdom from John Whybrow, Chairman, Wolseley. 

Business leaders need to be alert to the changing landscape and respond swiftly 
to changing circumstances — today rather than tomorrow. 

Managers and directors are generally slow to respond to change. We wait for 
tomorrow. The truth is, we shouldn’t wait. We should do it now. 

If only we’d looked at those issues ten or five years earlier, we wouldn’t have 
had such a dramatic state of affairs to contend with. 

The world is not going to be recreated in our image; the world will do what it 
wants to do. We must respond, and respond today, not tomorrow . 61 



The nature and content of a marketing plan 

x ! 

Working within the plans set by the levels above them, marketing managers develop a 
marketing plan for individual markets, lines, brands, channels or customer groups. Each 
level, whether line or brand, must develop a marketing plan for achieving its goals. A mar- 
keting plan is a written document that summarises what the marketer has learned about 
the marketplace and indicates how the firm plans to reach its marketing objectives. 62 It 
contains tactical guidelines for the marketing programmes and financial allocations over 
the planning period. 63 It is one of the most important outputs of the marketing process. 

Marketing plans are becoming more customer- and competitor-oriented, and better 
reasoned and more realistic than in the past, as most markets become increasingly com- 
petitive. They draw more inputs from all business functions and are team developed. Plan- 
ning is becoming a continuous process in order to respond to rapidly changing market 
conditions. 
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Most marketing plans cover one year in 5-50 pages. The most frequently cited short- 
comings of current marketing plans, according to marketing executives, are lack of real- 
ism, insufficient competitive analysis and a short-run focus. (See the marketing memo box 
for some guideline questions to ask in developing marketing plans.) 

What, then, does a marketing plan look like? What does it contain? 



Contents of the marketing plan 64 

The marketing plan should contain the following elements: 

1 Executive summary and table of contents. The marketing plan should open with a brief 
summary for senior management of the main goals and recommendations. A table of 
contents outlines the rest of the plan and all the supporting rationale and operational 
detail. 

2 Situation analysis (context). This section presents relevant background data on sales, 
costs, the market, competitors, and the various forces in the macro-environment. How 
do we define the market, how big is it, and how fast is it growing? What are the rel- 
evant trends? What is the customer-perceived value of the market offering and what 
critical issues does the company face? Firms will use all this information to carry out a 
SWOT (strengths, weaknesses, opportunities, threats) analysis. 

3 Marketing strategy (customer, competition, channel and company strategic approach). 
Here the product marketing manager defines the mission, marketing and financial 
objectives, and groups and needs that the market offerings are intended to satisfy. The 
manager then establishes the company’s competitive positioning, which will inform 
the game plan to accomplish the plan’s objectives. All this requires inputs from 
other business functions, such as purchasing, manufacturing, sales, finance and human 
resources. 

4 Financial projections (cash analysis). Financial projections include a sales forecast, an 
expense forecast and a break-even analysis. On the revenue side, the projections show 
the forecast sales volume by market portfolio category. On the expense side, they 
show the expected costs of marketing, broken down into finer categories. The break- 
even analysis shows how many units the firm must sell monthly to offset its monthly 
fixed costs and average per-unit variable costs. 

5 Implementation controls. The last section of the marketing plan outlines the controls 
for monitoring and adjusting implementation of the plan. Typically, it spells out the 
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Marketing plan criteria 

Here are some questions to ask in evaluating a marketing 

plan. 

1 Is the plan simple? Is it easy to understand and 
act on? Does it communicate its content clearly 
and practically? 

2 Is the plan specific? Are its objectives concrete 
and measurable? Does it include specific actions 
and activities, each with specific dates of com- 
pletion, specific persons responsible, and specific 
budgets? 



3 Is the plan realistic Are the sales goals, expense 
budgets and milestone dates realistic? Has a frank 
and honest self-critique been conducted to raise 
possible concerns and objections? 

4 Is the plan complete? Does it include all the 
necessary elements? Does it have the right breadth 
and depth? 



Source: Based on T. Berry and D. Wilson (2000) On Target: The 
Book on Marketing Plans, Eugene, OR: Palo Alto Software. 
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goals and budget for each month or quarter, so management can review each period’s 
results and take corrective action as needed. Firms must also take a number of different 
internal and external measures to assess progress and suggest possible modifications. 
Some organisations include contingency plans outlining the steps management would 
take in response to specific environmental developments, such as price wars or strikes. 



Sample marketing plan: Euromart 

Introduction 

The eight themes featured in this book reflect the key interests of marketing managers (see 
Figure 3-11). In today’s competitive business environment, companies need to be con- 
stantly aware of the characteristics and developments in both domestic and international 
markets. This requires a commitment to carrying out both ad hoc and continuous market 
research. Resources are under increasing pressure as companies across the globe seek to 
find a place in the marketplace, so individual firms need to be able to harness new meth- 
ods and technology to measure their cost, revenue and profit performances. 
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Figure 3.11 Snapshot of the text 
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The ultimate task of marketers is to guide and assist their companies to secure satisfied 
or preferably delighted customers. This book explores the tasks facing marketing man- 
agers in the pursuit of meeting customers’ perceived value requirements, which emerge 
from a series of inputs from customers, value chain members and other stakeholders. The 
art/science of the successful company is to incorporate the detail of what customers really 
want and supply this efficiently and profitably in times of rampant global competition - 
not an easy task. 

The key tasks of marketers are outlined in the marketing memo box ‘Getting started’. 



Marketing memo 



Getting started 

The key tasks facing marketers are: 

1 to have an understanding of marketing manage- 
ment (Part 1); 

2 to capture marketing insights (Part 2); 

3 to successfully connect with customers (Part 3); 

4 to build strong brands (Part 4); 

5 to shape the marketing offering (Part 5); 

6 to deliver value (Part 6); 

7 to communicate value (Part 7); 

8 to successfully manage and control the implemen- 
tation of marketing activity (Part 8). 

Chapter 21 closes with the marketing memo box ‘Get- 
ting to grips with the practice of marketing’, which is 
designed to assist marketers and students to bridge the 
sometimes troublesome gap between marketing theory 
and practice; between knowledge and the ability to put 
that into practice and thus develop know-how. 

Wise companies and marketers set out to delight their 
customers - whether consumer or business-to-business 
- by successfully researching context (market situation); 
customer (requirements); competition (relevant competi- 
tive offers); cash implications (money in - revenue, and 
money out - expenditure, e.g. on market research, offer 
development and supply); and channels (distribution and 
marketing communications aspects). In addition they 
need to accept the underpinning marketing philosophy 
that in buyers’ markets the customer needs to be a prime 
focus for the firm. 

The next section presents a sample marketing 
plan featuring the fictional Euromart Company. 

Euromart marketing plan 

1 Executive summary 

2 Contextual/situational analysis 




3 Customer analysis/marketing strategy I 

4 Competition analysis/marketing strategy II 

5 Company strategic approach/marketing 
strategy III 

6 Channel analysis/marketing strategy IV 

7 Cash analysis/financial projections 

8 Marketing management implementation 
and control 

1 Executive summary 

Euromart is a new company that has recently been 
founded to provide books, computer hardware and soft- 
ware and electrical appliance offerings for students. The 
company is based in Copenhagen but rents premises on 
the mainstream university campuses in Eire, Nether- 
lands, Norway, Sweden and the United Kingdom. Other 
branches are planned to open in 2009/10 in France, Ger- 
many, Russia and Spain. Euromart trades through its 
campus retail outlets and has developed a sophisticated 
online business. 

Exhaustive market research has been carried 
out in both the mainstream university campuses 
where Euromart has shops and among its growing 
number of online customers. As a result there are 
ambitious plans under way to broaden the com- 
pany's appeal by establishing new market offer- 
ings in the financial services and travel industries. 

Euromart is run by a small, highly motivated man- 
agement team who have all graduated from mainstream 
universities in the last five years. The company’s mission 
is to provide quality offerings at prices that are afford- 
able to students. Euromart sees its offerings as being a 
combination of customer-perceived value product and 
service attributes. 

To maintain the company’s initial early successes, 
net profits grew by 70 per cent in the first three years 
of operation. Euromart firmly believes in the benefits of 
sound medium- and long-range planning to prosper the 
business. 

O 
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2 Contextual analysis 

2.1 Market environment 

2.1.1 Euromart currently operates separate 
businesses in five European countries with 
plans to expand into four more in the next 
two years. 

2.1.2 The business environment in each 
operating country is constantly monitored 
by means of political, economic, socio- 
cultural, technological, legal and environ- 
mental profiling (PESTLE analysis). 

2.1.3 Each market is researched to identify 
whether it is a sellers' or a buyers’ market. 
Buyers’ markets (where supply exceeds 
demand, giving rise to fierce competition) 
are managed with a firm resolve to pro- 
vide customers with the right customer- 
perceived value offerings. 

2.2 Market entry 

2.2.1 All main means of entering new national 
markets are researched to determine the 
best method for the company (e.g. own 
business, partnership, strategic alliance). 

2.2.2 All expansions of the existing business in 
each country are researched country by 
country so the range of offerings available 
in each country varies according to local 
requirements. 

3 Customer analysis 

3.1 Customer markets 

3.1.1 Euromart markets to individual student cus- 
tomers in its portfolio of national markets. 

3.1.2 The company also has a thriving business- 
to-business interest in its national market 
portfolios. 

3.2 Segmentation, targeting and positioning 

3.2.1 Each national market is carefully seg- 
mented to reveal attractive target markets 
by means of demographics, geodemo- 
graphics and behavioural factors. 

3.2.2 Euromart supplies offering portfolios for 
full-time, part-time, distance learning, 
executive and mature students. 

3.2.3 Each national market senior executive is 
responsible for meeting corporate head- 
quarters’ targets but does have some free- 
dom to calculate the best positioning of 
resources that are released by the Copen- 
hagen head office. 

3.3 Branding 

3.3.1 Each national company is empowered to 
'develop the Euromart brand’. 



3.3.2 Each national company is free to research 
and make a case to the Copenhagen head 
office for new market offering ventures. 

4 Competition analysis 

4.1 Identify major competitors. 

4.2 Assess major competitors’ strengths and 
weaknesses. 

4.3 Select competitors to attack and avoid. 

5 Company strategic approach 

5.1 Mission 

5.1.1 To treat customers as Euromart's best 
friends and to deliver the best purchasing 
experience. 

5.2 Marketing strategy 

5.2.1 Build the Euromart brand as the ‘student’s 
friend’. 

5.2.2 Grow the company profitably in existing 
countries and expand into carefully selected 
countries on the back of a positive overall 
profit performance. 

5.2.3 Maintain customer purchase standards and 
continuously monitor customer satisfaction 
to build Euromart’s brand reputation. 

5.2.4 Target markets - students, books, com- 
puters and electrical appliances. 

5.2.5 Positioning - three market offering ranges 
- essential (market entry), value plus 
(mid-market) and premium (niche). 

5.2.6 Develop customer awareness and then 
expand the target market offering portfolio. 

5.2.7 Seek to maximise use of modern digital 
and Internet marketing strategies. 

6 Channel analysis 

6.1 Distribution 

6.1.1 Design appropriate global and local supply 
networks for both consumer and business- 
to-business markets. 

6.1.2 Continuously monitor performance of 
supply networks to secure efficiency and 
effectiveness of the Euromart customer- 
perceived value interface 

6.2 Marketing communication 

6.2.1 Design and implement suitable corporate 
marketing communications programme. 

6.2.2 Design and implement suitable consumer 
(student) marketing communications pro- 
grammes for all active national markets 

6.2.3 Design and implement suitable business-to- 
business marketing communications pro- 
grammes for each active national market 

6.2.4 Seek to maximise use of digital and inter- 
net marketing communications. Q 
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7 Cash analysis 

7.1 Control expenditure (money out) 

7.1.1 Maintain tight but appropriate financial 
control. 

7.1.2 Set budgets for headquarters activities 
(e.g. corporate marketing communications, 
staffing). 

7.1.3 Set budgets for each national branch by 
market offering categories (i.e. books, 
computer items and electrical appliances) 
for both consumer (student) and business- 
to-business markets. 

7.2 Revenue (money in) 

7.2.1 Forecast sales in each national branch 

7.2.2 Segment sales forecast in each national 
branch by market offering categories 
and consumer and business-to-business 
markets. 

8 Marketing management implementation and control 

8.1 Euromart supports a marketing-oriented culture 
to provide market offerings that meet customers’ 
expectations by placing a strong emphasis on 
market research to discover market contextual 
data, customer requirements, the activities of 
competitors and the most appropriate way to 
run their channel operations (distribution and 



marketing communications). Market research 
is extended to staff, the supply/value chain and 
interested stakeholders. Euromart is character- 
ised by a customer relationship approach to run- 
ning its business. 

8.2 Euromart headquarters has a minimal headcount. 

8.3 All budget holders will be incentivised to hit 
and improve both their sales forecast and profit 
targets. 

8.4 Headquarters management foster and encourage 
creativity and innovation throughout the business. 

9 Contingency plans 

9.1 This section describes actions to be taken by 
Euromart if specific threats or opportunities 
materialise during the planning period. 

9.2 Actions to counter sudden changes in the busi- 
ness environment (e.g. the credit crunch, escalat- 
ing fuel costs). 

9.3 Actions to contain any invasive competitor’s 
moves. 



Source: Checklist adapted from K. Kashani and D. Turpin (1999) 
Marketing Mendgement (Section 1), IMD: Lausanne, published by 
Macmillan Business, and reproduced with permission from 
Palgrave Macmillan. 



SUMMARY 

1 The customer-perceived value delivery process involves 
choosing (or identifying), providing (or delivering) and 
communicating superior customer-perceived value. 

The value chain is a tool for identifying key activities 
that create value and costs in a specific business. 

2 Strong companies develop superior capabilities in 
managing core business processes such as new mar- 
ket offering realisation, inventory management, and 
customer acquisition and retention. Managing these 
core processes effectively means creating a marketing 
network in which the company works closely with all 
parties in the production and distribution chain, from 
suppliers of raw materials to retail distributors. Com- 
panies no longer compete - marketing networks do. 

3 According to one view, holistic marketing maximises 
value exploration by understanding the relation- 
ships between the customer's cognitive space, the 



company's competence space and the collaborator’s 
resource space. It maximises value creation by iden- 
tifying new customer benefits from the customer’s 
cognitive space, utilising core competencies from its 
business domain, and selecting and managing busi- 
ness partners from its collaborative networks. It also 
maximises value delivery by becoming proficient at 
customer relationship management, internal resource 
management and business partnership management. 

4 Market-oriented strategic planning is the mana- 
gerial process of developing and maintaining a viable 
fit between the organisation’s objectives, skills and 
resources and its changing market opportunities. The 
aim of strategic planning is to shape the company's 
businesses and market activities so that they yield tar- 
get profits and growth. Strategic planning takes place 
at four levels: corporate, division, business unit and 
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market offering (customer-perceived value product 
and service mix). 

5 The corporate strategy establishes the framework 
within which the divisions and business units prepare 
their strategic plans. Setting a corporate strategy 
entails four activities: defining the corporate mission, 
establishing strategic business units (SBUs), assigning 
resources to each SBU based on its market attractive- 
ness and business strength, and planning new busi- 
nesses and downsizing older businesses. 



6 Strategic planning for individual businesses entails 
the following activities: defining the business mission, 
analysing external opportunities and threats, analys- 
ing internal strengths and weaknesses, formulating 
goals, formulating strategy, formulating supporting 
programmes, implementing the programmes, and 
gathering feedback and exercising control. 

7 Each market offering programme within a business 
unit must develop a marketing plan for achieving its 
goals. The marketing plan is one of the most impor- 
tant outputs of the marketing management process. 



APPLICATIONS 

Marketing debate 

What good is a mission statement? 

Virtually all firms have mission statements to help guide 
and inspire employees as well as signal what is important to 
the firm and to those outside the firm. Mission statements 
are often the result of much deliberation and discussion. At 
the same time, some critics claim that mission statements 
sometimes lack ‘teeth’ and specificity. Moreover, critics 
also maintain that in many cases mission statements do 
not vary much from firm to firm, and make the same empty 
promises. 



Take a position: Mission statements are critical to a suc- 
cessful marketing organisation versus Mission statements 
rarely provide useful marketing value. 

Marketing discussion 

Consider Porter’s value chain and the holistic marketing 
orientation model. What implications do they have for mar- 
keting planning? How would you structure a marketing plan 
to incorporate some of their concepts? 
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J IN THIS CHAPTER, WE WILL 
ADDRESS THE FOLLOWING 
QUESTIONS: 



1 What is the range and scope 
of digital technologies in 
marketing? 

2 How should digital technology 
be managed? 

3 What are the main digital 
technologies in marketing? 

4 How can marketers analyse and 
understand consumer digital 
shopping behaviour? 

5 What is consumer digital 
interactivity? 




Managing digital technology in marketing can be both challenging 
and fun 

Source: © vanlev/fotolia.com 
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consumer digital 
behaviour 



T echnological advances in the last ten years have fundamentally changed how 
we live, how we practise marketing and how business operates. Digital tech- 
nologies are challenging the strategies, structures and operations of many 
businesses and forcing marketers to rethink their understanding of consumer 
behaviour. 1 Consumers and businesses now operate in a networked technology- 
based world with internet, mobile phones, constant communications, self-service 
technologies, online shopping, instant messaging and social networking. Con- 
sumers spend almost half their waking hours using a proliferation of technol- 
ogy, including online browsing, purchasing and social networking, mobile phone 
use and/or watching television. 2 Marketing managers engage with a wide range 
of technologies, including databases, email, internets, intranets, extranets, com- 
puter networks, planning software, CRM systems, social networking and so on. As 
Chris Anderson, author of The Long Tail notes, we are in the new era of networked 
consumers and digital everything'. 3 Technology is so crucial to marketing that the 
spelling of marketing could include information technology (IT) and be changed to 
MarkITing. 4 Technology is now embedded in business and consumer life, and the 
skills needed to manage technology and to understand how customers use it are 
core requirements for marketing managers. Take Burberry. 

Burberry is a company that really embraces technology within marketing and 
throughout their business. Both Christopher Bailey, the chief creative officer and 
Angela Ahrendts, the chief executive are core believers in the power of digital tech- 
nologies to enhance their marketing, from building and supporting their brand image to 
helping with ongoing engagement and relationship building with their customers. For 
example the Burberry Spring Fashion show engaged with customers across a range of 
technologies including social networking sites, their internet site and iPads. Customers 
could click to buy the latest version of the classic Burberry trench or any items from the 
spring range, in real time on their own or store supplied iPads. A fashion and technol- 
ogy first from Burberry was the linking of both mobile and broadcast technology with 
a live broadcast of the Burberry fashion show in high definition (HD) and 3D to anyone 
with a smart phone and to HD theatres set up in Burberry shops in Paris, New York, 
Dubai, Tokyo, and Los Angeles. 

Burberry has also focused on online sales which have increased by over 60 per 
cent since they launched their social networking site, called Art of the Trench. This 
site is used by consumers who love Burberry and who take photos of themselves 
and others in their Burberry trench coats and then share these images on line. 



Managing 
individual 
technologies 
in marketing 



130 PARTI UNDERSTANDING MARKETING MANAGEMENT 



This provides the customer with a forum to discuss with other customers and also 
provides Burberry with great research and feedback on their products. Bailey says 
that he looks at the site for ideas. He says that designing fashion and designing a 
web based business are similar - each creates with the customer in mind. He says 
that nowadays ‘It’s about staying connected . . . Brands are more and more multidi- 
mensional . . . It's about an experience as well as buying a product. And I think what 
we’ve found is that the more we entertain, the more we allow people into our brand’. 

In an era when companies have friends’, Burberry has made social-networking 
history: friended by one million people in its first year on Facebook, it then reached 
two million in the next six months, and in one month more the company was at the 
three million mark - inspiring Joanna Shields, vice president for Facebook Europe, 
Middle East, and Africa, to call Burberry ’a thriving media enterprise’ and ‘the most 
widely followed fashion brand on Facebook’. Bailey and Burberry are also look- 
ing to future digital technologies like location based information. With the use of 
iPhones and tracking software, location based information can be fed to customers 
so whether they are in Paris or Milan, if they pass a Burberry window, a message 
could be sent that would say ‘you’re at Burberry, and this product is available here 
and in this size ’. 5 



Digital technologies in marketing 

Digital technologies are transforming how marketers reach, engage and deliver value to 
customers. In a digital age, organisations must understand how customer networks behave 
and how to be innovative with the products, services, communications and relationships 
that their customers seek. The rise of digital technologies has transformed marketing. 
Marketers today face a constant proliferation of digital technologies, media channels, the 




Nike - Tune your Run 
Source: Stuart Franklin/ 
Getty Images 
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growing power of the connected customer, powerful databases and dashboard technology 
to monitor, manage and analyse data and information, and an explosion of new digital 
challenges. To succeed, marketers must be able to plan, implement and measure digital 
strategies that are suited to today’s customers and integrated with their traditional market- 
ing and business practices. Nike developed a running shoe with iPod technology which 
provides statistics, music and motivation for runners in its ‘Tune your Run’ campaign. This 
engages with customers through technology to form a bond between the customer and 
the company’s product. The management of the bond is the marketing challenge which is 
supported by technology. 



Understanding digital technology and digital marketing 

Digital technology is digitised information which is recorded in binary code as combina- 
tions of the digits 0 and f, also called bits, which represent words and images. This ena- 
bles immense amounts of information to be compressed on small storage devices that 
can be easily preserved and transported. Digitisation also quickens data transmission 
speeds. Digital technology is primarily used with new physical communications media, 
such as satellite and fibre optic transmission. When information, music, voice and video 
are turned into binary digital form, they can be electronically manipulated, preserved 
and regenerated perfectly at high speed. For example, music can be downloaded and 
distributed over and over again, to the concern of the music industry and to the joy of 
the music lovep 

Digital marketing has a similar meaning to electronic marketing: both describe the man- 
agement and execution of marketing using electronic or digital media such as the web, 
email, interactive TV, wireless media, mobile technology and self-service technology, in 
conjunction with digital data from a range of databases and software applications. 6 Digital 
marketing is an integrated and essential part of marketing efforts. Recent global research 
by Chartered Marketing Officers (CMO) Council members, seeking to define the new 
‘DNA of Marketing Directors’, indicates that being ‘digitally savvy’ and ‘customer centric’ 
are top characteristics of successful senior marketers. A Marketing Outlook 2010 survey 
found that digital marketing skills were the number-one priority, with sales and market- 
ing alignment and customer data integration and analytics as numbers two and three 
respectively. Other studies, such as ‘Routes to Revenue’ and ‘Giving Customer Voice More 
Volume’, have consistently shown that improved and more relevant customer commu- 
nications, data analytics and digital channels are at the forefront of marketers’ thinking. 7 
This is demonstrated by the example of Zara. 



Zara 




Zara has excelled in digital marketing, with technology and more importantly customer 
information as the central component of their business. Its computerised ordering and 
dispatching system means that managers in its 4,700 stores can provide daily updates 
on sales and taste trends through hand-held personal digital assistants (PDAs), feeding 
a constant stream of data to the centre of the organisation. The company also sees the 
internet and social networking as ‘indispensable tools and extraordinary channels for 
communications’. However, Zara views these digital technologies, particularly the internet, 
as ‘complementary rather than cannibalistic’. 8 Zara has online sites throughout Europe 
and is ‘liked’ by more than 4.5 m people on Facebook. The number of searches for 
Zara.com has more than doubled since online shopping at the site was launched, 
according to Google Trends. Swedish rival H&M has also begun selling online, as have 
US rivals Gap and Banana Republic. 
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Digital technology: an information and interactions 
perspective 

Viewing the range of technologies available to marketing from an information and interac- 
tions perspective allows the different management issues to come to the fore. 

Information management 

Information technologies include all the technologies used to support information gather- 
ing, research, analysis, planning and monitoring. These include internet research, dash- 
boards, databases, planning software and analytics. These technologies are mainly used to 
gather, monitor and manage customer information and to turn that information into timely 
and usable knowledge. Information technology has revolutionised the data gathering and 
the processing and management of information, enabling marketers to capture, analyse 
and distribute information more rapidly, more widely and more economically than ever 
before. 

Due to the abundance of information coming from many sources, marketing has 
been referred to as an ‘information-handling’ department. 9 This is a real challenge for 
marketing. Increasingly, marketers find themselves overwhelmed with an abundance 
of data from a myriad of sources, such as customer interactions and feedback, mar- 
ket research, social media, loyalty cards, RFID chips and sensor information, among 
many others. Too often managers believe that more information means better informa- 
tion. Yet in an age of extreme information-overload, companies cannot afford to be 
blinded by the assumption that mere data availability is the answer to any competitive 
challenge. The notion that more data means better data is not correct. 10 Companies 
often try to keep every little bit of information they have on their customers when 
their information management focus should be on data minimisation and informa- 
tion availability. This involves moving away from the mindless collection of largely 
meaningless data, by identifying, processing, aggregating and deploying information 
where needed. 11 

The increasing amount of potentially available data about customers is not only 
expected to surpass the sheer storage capacity worldwide, but already exceeds the ability 
of most firms to collect, interpret and use such customer information effectively and 
efficiently. Retailers like Tesco and Sainsbury have millions of customer transactions 
every hour stored in giant databases which are estimated to contain more than 2.5 peta- 
bytes of information. Facebook contains more than 40 billion photos. This phenomenon 
is called ‘big data’. 12 

Information can be viewed in four ways, moving from an internal product or company 
orientation to a customer-centric marketing focus (see Figure 4.1). 

1 Descriptive customer information. Most companies focus on this basic type of informa- 
tion - how many, how much, how often. 

2 Analytic customer information. This is the first step in developing more customer- 
centric information management and focuses on customer-relevant information to 
help select target customers as well as identify the organisational practices that help 
maximise the value that the company creates for them. This is a focus on selecting the 
gems that matter in the data. 13 Tesco chooses target markets from database analysis: 
for example, customer groups who purchase baby products are sent coupons for more 
baby products. 

3 Predictive customer information. This includes both the prediction of trends and 
changes in customer preferences as well as the prediction of customer responses (for 
example, to particular interactions, or to new service offerings of the company). 

4 Holistic customer information. This level is characterised by information management 
that enables customer perspectives to be comprehensively identified and understood. 
Thus, decision-makers throughout the organisation have the information available that 
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Figure 4.1 A hierarchical model of customer-centric information use. 

Source: M. R. Fellenz and M. Brady (2010) Managing customer-centric information: the challenges of 
information and communication technology (ICT] deployment in service environments, International Journal of 
Applied Logistics, 1(3), 88-105. 1 



1 * 

enables them to identify, and - more importantly - to identify with, relevant customer 
views. Such a comprehensive understanding requires tacit as well as explicit knowl- 
edge of customer views, preferences and experiences, and by necessity must involve 
extensive and intensive interactions with customers. 

Interaction technologies 

Interaction technologies are technologies which support communications, connections and 
collaborations with customers and businesses across networks. They include internet, 
email, mobile communications, social networking sites, twitter, interactive products and 
services, and self-service technologies, to list the main ones in a growing range of tech- 
nologies. Over the last two decades, marketing has increasingly been shifting towards 
interactivity, connectivity and ongoing relationships. 14 Digital technology is facilitating this 
shift and changing the way companies interact with customers as never before. The speed 
and reach of the interactions has changed with instant communication and worldwide dis- 
semination as core features. For example, contacting customers via the internet or email 
can be much more cost efficient than a communication medium such as television or a 
sales force. Traditionally, communication was from company to customer but now more 
and more communications and connections are initiated and controlled by the customer 
through Web 2.0^ social networking and user-generated content. The terms ‘social network- 
ing’ and ‘Web 2:0’ are often used as interchangeable; however, Web 2.0 mainly focuses 
on online applications and social networking on the social aspects of Web 2.0 applications 
(participation, openness, conversation, community, connectedness). Web 2.0 is a collec- 
tion of open-source, interactive and user-controlled online applications expanding the 
experiences, knowledge and market power of the users as participants in business and 
social processes. Web 2.0 applications support the creation of informal users’ networks, 
facilitating the flow of ideas and knowledge. 15 The 4C model in Figure 4.2 provides a 
view of Web 2.0 technologies based on the level of formality and interaction enabled by 
these tools. 16 

Whether company directed or customer controlled, a mixture of information and 
interaction technologies dominate marketing practice, as the case of DisneyLand Paris 
shows. 




